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e Federal deficit declined by $3.8 billion in 1985-86, the first decline in six years and only the 


second such decline in 16 years. 


e Program expenditures were $0.8 billion lower than in 1984-85, the first such decline in the 


postwar period. 


e Deficit for 1985-86 of $34.5 billion exceeded the February budget target by only 


0:8 per cent. 


e Expenditures came in nearly $0.9 billion below February budget projection. 


Summary 


Preliminary financial results indicate that, on 
the new accounting basis introduced in the 
February 1986 budget, the federal government’s 
budgetary deficit in the fiscal year ending 
March 31, 1986 was $34.5 billion, down 

$3.8 billion from the record $38.3 billion 
registered in the previous fiscal year. The 
year-over-year decline in the deficit recorded in 
1985-86 was the first such decline since 1979-80 
and only the second since 1969-70. 


Control over government expenditures was the 
prime factor responsible for this turnaround. 
Program expenditures - that is, total spending 
excluding public debt charges - declined by 

0.9 per cent, the first such decline in the 
postwar period. Taking into account public debt 
charges, total budgetary expenditures advanced 
by only 2.0 per cent between 1984-85 and 
1985-86, following annual average increases in 
excess of 13 per cent over the past decade. The 
growth in budgetary revenues slowed in 1985-86, 
increasing by only 8.4 per cent, following an 
advance of 10.4 per cent in 1984-85. 


As a percentage of gross domestic product 
(GDP), the budgetary deficit fell from 8.6 per 
cent in 1984-85 to 7.2 per cent in 1985-86. Over 
90 per cent of this improvement came from 
expenditures, as the share of revenues to GDP 
increased by only 0.1 percentage point. 


Deficit in the 80s 
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Deficit as Share of Economic Output 


1984-85 1985-86 Change 


(per cent of GDP) 


Budgetary deficit 8.6 72 -1.4 
Budgetary expenditures 24.6 23.4 -1.3 
Budgetary revenucs 16.0 16.1 0.1 
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Table | 
Preliminary Fiscal Outcome for 1985-86 


Old 
accounting 
basis 
1983-84 1984-85 1985-86 1985-86 
(billions of dollars) 
A. Budgetary transactions 
1. Revenues 64.2 70.9 76.8 69. 
2. Expenditures 96.6 LOE 111.4 103.1 
3. Deficit -32.4 -38.3 -34.5 -33.9 
B. Non-budgetary transactions 
4. Loans, investments and advances -0.5 Omi: 0.2 
5. Specified purpose accounts 4.6 Sel 5.4 : 
6. Other transactions Bel 2.6 -1.4 -1.4 
7. Net source of funds V2) 8.5 4.3 4.3 
C. Financial requirements 
(excl. foreign transactions) =—25).2 -29.8 -30.3 =29 7) 
D. Foreign exchange transactions 0.4 2.4 S6) 5.0 
E. Total financial requirements -24.8 -—27.4 -24.6 -24.6 
F. Unmatured debt transactions 26.6 26.8 23s) WEES: 
G. Year-end cash balances 6.4 a) 4.7 4.7 


Note: Details may not add due to rounding. 


Table 2 


Preliminary Fiscal Outcome for 1985-86 - Budgetary Revenues and Expenditures 


Year-over-year 


change 
1983-84 1984-85 1985-86 1984-85 1985-86 
(millions of dollars) (per cent) 
A. Budgetary revenues 
1. Personal income tax 26,967 29,254 33,008 8.5 12.8 
2. Corporate income tax 7,286 9,379 9,210 DS -1.8 
3. Unemployment insurance contributions 7,259 7,556 8,712 4.1 15.3 
4. Sales and excise taxes 12,433 14,102 16,913 13.4 19.9 
5. Other energy taxes 3,782 4,075 2,578 Toll =36. 7. 
6. Other revenue 6,484 6,528 6,407 0.7 =e) 
7. Total budgetary revenue 64,211 70,894 76,828 10.4 8.4 | 
B. Budgetary expenditures 
1. Statutory programs 
— Unemployment insurance 9,782 10,049 10,011 PRA -0.4 
— Old age security benefits 10,406 11,418 125525 OR 9.7 
a= Established programs financing 7,829 8,595 8,664 9.8 0.8 
— Fiscal transfers 5,983 5,985 5,941 0.0 -0.7 
— Canada Assistance Plan 3,288 3,745 3,876 13.9 3e5) 
— Family allowances Dewy 2,418 2,501 3.9 3.4 
— Other 4,452 6,652 * 6,160 49.4 -7.4 | 
Total statutory programs 44,067 48 ,862 49,678 10.9 Mid 
2. Non-statutory programs 34,438 BUGIS 36,286 10.! -4.3 | 
3. Program expenditures 78,505 86,777 85,964 10.5 -0.9 
4. Public debt charges 18,077 22,444 25,390 24.2 13.184 
5. Total budgetary expenditures 96,582 109,221 lib sisyé! 31 2.0 
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Part of the deficit in 1985-86 was financed by 
$9.9 billion from the non-budgetary and foreign 
_exchange transactions accounts, resulting in total 
financial requirements of $24.6 billion, down 

10 per cent from 1984-85. These requirements 
were financed through net borrowings of 

$23.5 billion and a drawdown in cash balances. 


The deficit was $275 million higher than that 
projected in the February 1986 budget. Revenues 
were $1.2 billion lower than had been anticipated 
but this shortfall was substantially offset by a 
cut of $0.9 billion in projected expenditures. 


On the old accounting basis in use prior to the 
February 1986 budget, budgetary expenditures 
were $103.1 billion and budgetary revenues were 
$69.2 billion, resulting in a deficit of 

$33.9 billion. This deficit was only $0.1 billion 
greater than the $33.8 billion projected on the 
old accounting basis in both the May 1985 and 
February 1986 budgets. 


Budgetary Expenditures 


The effective control of expenditures is a key 
element in the government’s overall 
fiscal strategy. 


The annual growth rate in budgetary 
expenditures dropped sharply in 1985-86 from 
the double-digit increases of the previous 
decade. In the first full year of the government’s 
mandate, total budgetary expenditures increased 
by only 2.0 per cent, down from the 
13.1-per-cent increase registered in 1984-85. This 
improvement directly reflected the substantial 
impact of measures that the government has 
undertaken to control its expenditures and to 
reduce the share of the overall economy 
occupied by federal spending. 


Program expenditures - that is, total 
expenditures excluding public debt interest - fell 
by 0.9 per cent in 1985-86, the first noticeable 
decline in the postwar period. This decline was 
accomplished even though special assistance of 
close to $1 billion was provided to farmers to 
offset the adverse effects of the 1985 drought in 
Western Canada and to the uninsured depositors 
of the Canadian Commercial Bank and 
Northland Bank. The absolute decline in 
expenditures was entirely due to a $1.6 billion 
decrease in non-statutory program spending, the 


component of government spending over which 
the government has the most control. This was 
the direct result of actions taken by the 
government in the November 1984 Economic 
and Fiscal Statement and in the May 1985 
budget together with steps taken during the 
course of the 1985-86 fiscal year to ensure that 
the expenditure targets were realized. 


In real terms, after adjusting for inflation, 
government expenditures on non-statutory 
programs declined by over 8 per cent in 1985-86. 
This represents a major reversal from annual 
advances averaging 3.5 per cent over the 
previous 10 years. 


The growth in statutory program spending was 
also restrained during 1985-86. The improvement 
in this component, which is largely demand- 
driven or formula-funded, primarily reflected 
the improvement in economic activity as 
unemployment dropped and the rate of inflation 
remained stable at about 4 per cent. The growth 
rate in statutory program spending was also 
affected by the June 1, 1986 elimination of the 
Petroleum Compensation program. Other 
actions announced in the last two budgets will 
have an ongoing impact, restraining the growth 
rate of spending on statutory programs in 
future years. 


Budgetary Expenditures 
Fiscal Year-Over-Year Growth 


Per cent change 


Public debt 
charges 


Non-statutory 
programs 
Statutory 
programs 


eA 1984-85 Ee 1985-86 
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Public debt charges continued to exert upward In 1985-86, the government raised approximately 
pressure on expenditure growth, although the 50 per cent of domestic borrowings through the 
rate of growth was substantially less than issue of marketable bonds, 40 per cent through 
experienced in the previous three years. The the issue of Treasury bills and 10 per cent 
behaviour of public debt charges is highly through net Canada Savings Bond sales. 


sensitive to changes in interest rates and the 
improvement in 1985-86 primarily reflected the 
impact of lower interest rates. 


Budgetary Revenues Growth in 
Program Expenditures 


i / in 1985-86 
HIRE ON lane SUB SLALy LeVeRURS F Constant and Current Dollars 


was roughly in line with the increase in overall 
economic activity. a8 Per cent change 

The increases in personal income tax collections, 

revenues from sales and excise taxes and duties, 

and unemployment insurance contributions 

reflect the ongoing improvement in economic 

activity and revenue measures taken in recent 

budgets starting with the April 1983 budget. ; \ 


In contrast, corporate income tax receipts 


declined by nearly 2 per cent and revenues from 

the various energy-related taxes fell by over 

35 per cent. Corporate income tax is the most \ 

volatile component of budgetary revenues, 

reflecting both the cyclical sensitivity of 

corporate profits and the use of various tax 

credits and loss carryover provisions. Recent 

corporate tax reform measures should ensure a \ 
more stable revenue base in future years. The 


decline in energy-related taxes reflects the 
elimination and phase-out of the various energy- 
related taxes, as stipulated under the Western 
Energy Accord. 


B Constant (J current 
Financial Requirements 


Total financial requirements declined by “10 
$2.8 billion, from $27.4 billion in 1984-85 to 

$24.6 billion in 1985-86. These requirements 

were funded by a $1.1 billion drawdown in cash 

balances and by net borrowings of $23.5 billion. 


1980-8] 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 


‘ 


The information in this Monitor is based on the Preliminary Financial Statements for 1985-86. ‘ 
Final results for the fiscal year ending March 31, 1986 will be released in the Public Accounts of _ 


Canada, scheduled for publication in the fall of this year. For further information contact: 
L.A. Langlois 996-7380 or P. DeVries 993-6963. 
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Highlights of Financial Results for April-June 1986 


e The federal deficit was $1.7 billion lower in the first three months of fiscal year 1986-87 
than that recorded in the corresponding period in 1985-86. 


e Revenues increased by 20.3 per cent, substantially above the growth rate expected for the 
fiscal year as a whole, due largely to the impact and timing of past budget measures. 


e Total program spending was up 4 per cent, with non-statutory spending higher by only 


3.4 per cent; these increases were at or below the rate of inflation. ANB As 
¢ Financial requirements (excluding foreign exchange transactions) were down $5 billion in  - 
the first quarter of 1986-87 compared to the. first quarter of 1985-86. | NOV 4 8 fone | | 
WS, im AD 
Summary As a result, total financial requirements stood 
at $8.2 billion, down $2.4 billion from that 
In the first quarter of the 1986-87 fiscal year required in the first quarter of 1985-86. 
(April to June), the budgetary deficit was ae 
$8.3 billion, down $1.7 billion from the level Deficit in the 1980s 
registered in the first quarter of 1985-86. This Billions of dollars 


year-over-year improvement in the deficit 
reflected, in large part, the impact and timing of 
various budget measures on revenues. The 
revenue measures introduced in the May 1985 
budget are fully reflected in the first quarter 
1986-87 results. The growth in budgetary 
expenditures, particularly non-statutory program 
expenditures, remained restrained in the first 
quarter of 1986-87, thereby contributing further 
to the reduction in the deficit. 


| Non-budgetary transactions provided the 

| government with a net source of funds, 
amounting to $1.3 billion, with the result that 
financial requirements, excluding foreign 

| exchange transactions, were down about 

_ $5 billion compared to the same period a year 
ago. However, a net requirement of $1.3 billion 
__was incurred in the foreign exchange accounts. 


1980-81 

1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
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Table 1 


Summary Statement of Transactions 


April to June 


Per cent 
1985-86 1986-87 change 
(millions of dollars) (%) 
A. Budgetary transactions 
Ie ni 15,385 oY 202 
2. Expenditures 25,369 26,758 ance 
3. Surplus(+) or Deficit(-) -9,984 -8,255 -17.3 
B. Non-budgetary transactions: net source(+ )/requirement(-) | 
4. Loans, investments and advances -366 129 
5. Specified purpose accounts 845 Lei 
6. Other transactions -2,314 —362 
7. Net source( + )/requirement(-) -1,835 1,339 
C. Financial requirements (excluding foreign transactions) -11,819 -6,916 
D. Foreign exchange transactions: net source(+ )/requirement(-) i229 -1,329 
E. Total financial requirements: net source( + )/requirement(-) -10,690 -8,245 
F. Unmatured debt transactions: net source(+)/requirement(—) 7,690 6,627 
G. Cash balance at end of period 2,858 3,126 
Table 2 
Budgetary Revenues and Expenditures 
April to June 
Per cent | 
1985-86 1986-87 change | 
| 
(millions of dollars) (%) 
A. Budgetary revenues 
1. Personal income tax 5,983 8,066 34.8 
2. Corporate income tax ILDISXS Ny dae 12.9 
3. Unemployment insurance contributions 2,060 2,268 10.1 
4. Sales and excise taxes/duties Bo 4,466 32.4 
5. Other energy taxes 723 270 -62.7 
6. Other revenues 1,691 1,676 -0.9 
7. Total budgetary revenues 15,385 18,503 20.3 
B. Budgetary expenditures 
1. Statutory programs 
- Old age security benefits 3,009 3,269 8.6 
~ Unemployment insurance benefits DOIG 2,709 3.6 
- Established programs financing 2926 2,196 he 
- Fiscal transfers 1.475 Len 13.4 
- Canada Assistance Plan 994 1.043 4.9 
~ Family allowances 623 633 1.6 
~ Other 1,736 1,692 os 
- Total statutory programs 12,679 13,214 4.2 
2. Non-statutory programs 
- D 
pees 1,502 1,760 ih 
4,855 4,814 -0.8 
- Total non-statutory programs (533597) 6,574 3.4 
avr Read ; 
ca program expenditures 19,036 19,788 4.0 
4. Public debt charges 65338 6,970 10.1 


‘nr 


. Total budgetary expenditures 25,369 26,758 25) 
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Simple extrapolation of quarterly growth rates 
can give misleading impressions of the likely 
outcome for the fiscal year as a whole. 


Budgetary Transactions - 1986-87 


Year-Over-Year Growth Rates 


Actual Projected 
April-June Fiscal Year 
(per cent) 
Revenues 20.3 10.4 
Expenditures 5:5 5.0) 


Deficit PIs ate) 


Quarterly figures exhibit wide fluctuations given 
the uneven timing of certain payments and 
receipts, seasonal factors and the effective dates 
of policy measures. As shown in the above table, 
the April-June year-over-year growth rate in 
revenues exceeds that expected for the fiscal year 
as contained in the Minister of Finance’s speech 
of September 18, 1986. However, as the year 
proceeds, revenue and expenditure growth rates 
will move towards those underlying the current 
outlook for the fiscal year as a whole. 


Budgetary Revenues 


The year-over-year increase in budgetary 
revenues in the first three months resulted 
primarily from strong advances in personal 
income, sales and excise tax receipts. The 
year-over-year changes in these components 
reflected both the continued improvement in 
economic activity over the last year as well as 
the impact and timing of past budget measures. 
More specifically, the May 1985 budget 
introduced temporary surtaxes on high-income 
individuals, effective July 1, 1985. Collection of 
that part of the surtax relating to 1985 incomes 
was delayed until receipt of the 1985 taxation 
returns, thereby significantly increasing revenues 
for the first quarter of 1986-87. The changes to 


the sales tax base and increases in the sales and 
gasoline excise tax rates also impacted on the 
first quarter 1986-87 results. 


The collection of the 1985 surtax on large 
corporations in the first quarter of 1986-87 
accounted for most of the 12.9 per cent 
year-over-year increase in corporate income tax 
receipts. A major portion of tax receipts from 
this source is collected in the final quarter of 
the fiscal year, thus making it extremely difficult 
to gauge the trend for the year as a whole from 
receipts for the first three months of the fiscal 
year. The decline in other energy taxes reflected 
the elimination and phase-out of the various 
energy taxes as specified under the Western 
Energy Accord. 


The first quarter revenue growth rates are 
influenced by the timing of the various policy 
initiatives. It is expected that, given the current 
economic outlook, the current year-over-year 
growth rates for personal income tax revenues 
and sales and excise tax receipts should converge 
to the September 18th projections for the fiscal 
year as a whole, of about 14 per cent and 

20 per cent, respectively. 


Budgetary Expenditures — 1986-87 


Current and Constant Dollars 
April to June Year-Over-Year Growth 


Per cent change 


Public debt 
charges 


Statutory Non- 
programs statutory 
programs 


Current Constant 
dollars dollars 
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Budgetary Expenditures 


On a year-over-year basis, budgetary 
expenditures advanced by 5.5 per cent, only 
slightly above the rate of increase projected for 
the fiscal year as a whole. Most of the increase 
in the first quarter originated in public debt 
charges and defence spending, which were up 
10.1 per cent and 17.2 per cent, respectively, 
from the first quarter 1985-86 results. 


The large increase in public debt charges was 
due to the continued rise in the stock of debt 
outstanding and to the impact of high average 
effective interest rates. Market interest rates rose 
sharply through the middle months of 1984 and 
although they have declined significantly since 
then, substantial amounts of new federal debt 
were issued and old debt rolled over at these 
higher rates. Over time, the lower interest rates 
in evidence since mid-1984 will reduce the 
average effective interest rate on federal debt 
outstanding and continue to dampen the 
year-over-year growth in public debt charges. 


The year-over-year increase in program 
expenditures reflected the timing of certain 
statutory payments and the continued restraint 
on non-statutory program spending. The 
changes in federal transfers to other levels of 
government under Established Programs 
Financing and other fiscal transfer arrangements 
reflected the impact of prior-year adjustments. 
Increases in the population base and in average 
benefits, which are indexed to quarterly changes 
in the consumer price index, accounted for the 
increase in Old Age Security payments. The 
decline in other statutory program spending was 
in relation to large payments in 1985-86 under 
the Petroleum Compensation Account. This 
program was eliminated under the provisions of 
the Western Energy Accord. 


The annual increase in non-statutory program 
spending was 3.4 per cent. Excluding the impact 
of defence expenditures, which are projected to 
grow in real terms by about 2 3/4 per cent in 
1986-87 and which were affected in the first 
quarter of 1986-87 by the timing of capital 
expenditures, other non-statutory program 
spending actually declined by 0.8 per cent in the 
first quarter of 1986-87. With inflation recording 
a year-over-year increase of just over 4 per cent, 
the decline in non-statutory program spending, 
excluding defence, amounted to about 5 per cent 
in real terms. This decline was due to the 
actions the government has taken to date to 
control expenditures, including specific program 
reductions, the 2-per-cent cut in person-years 
and in operating and maintenance costs. 


Financial Requirements 


With the first quarter deficit of $8.3 billion and 
a net source of funds from non-budgetary 
transactions of $1.3 billion, total financial 
requirements excluding foreign exchange 
transactions amounted to $6.9 billion. 
Non-budgetary transactions do not normally 
provide a source of funds in the first quarter of 
the fiscal year. Traditionally, the settlement of 
accounts payable, incurred in the previous fiscal 
year, results in large payments in April and May. 
However, in fiscal year 1985-86, a larger portion 
of the accounts payable was settled prior to the 
end of that fiscal year, thereby resulting in 

less of a financing requirement in the first 
quarter of 1986-87. 


Foreign exchange transactions resulted in a net 
requirement of $1.3 billion. Total financial 
requirements, therefore, amounted to 

$8.2 billion, which were financed through the 
issuing of Treasury bills and marketable bonds 
as well as the drawing down of cash balances. 


The information in this Monitor is based on the Statements of Financial Operations for 
June 1986. For further information contact: L.A. Langlois 996-7397 or P. DeVries 992-5977. 


Cet imprimé est également offert en francais. 


P| Department of Finance _Ministére des Finances 
Canada Canada 


sue 


A Quarterly Publication of the Department of Finance 


January 1987 


Highlights of Financial Results for April-September 1986 


e The federal deficit was $2.4 billion lower in the first half of fiscal year 1986-87 than that 
recorded in the corresponding period in 1985-86. 


e Revenues increased by 15.5 per cent, somewhat above the 10.4 per cent growth rate expected 
for the fiscal year as a whole, due in part to the impact of special factors relating to the 
timing of previous budget measures as well as to the strength in certain underlying 
tax bases. 


e Total program spending was up 4.8 per cent, marginally higher than the 4.2 per cent 
increase expected for the fiscal year as a whole due primarily to the timing of 


certain payments. 


e Financial requirements (excluding foreign exchange) were down $5.3 billion in the first half 


Summary 
leral Deficit 1985-86 and 1986-87 


-to-Date 


For the first six months of fiscal year 1986-87 
(April to September), the budgetary deficit 
stood at $14.2 billion, down $2.4 billion from 
the level registered in the first six months of 
fiscal year 1985-86. This reflected, in large part, 
the impact and timing of past budget measures, 
together with the continued strength in some of 
the underlying tax bases. As well, the deficit, on 
a year-to-date basis, continued to be influenced 
by the timing of various payments, particularly 
in the areas of defence and energy. 


Gy 1986-87 
GE 1985-86 


15 


Non-budgetary transactions provided the 

government with a net source of funds, 

amounting to $3.8 billion, with the result that 

financial requirements, excluding foreign 

exchange transactions, were down $5.3 billion 10 
compared to the same period a year ago. 

Foreign exchange transactions gave rise to a net 

requirement of $1.6 billion. Thus, total financial 
requirements, including foreign exchange 

requirements, stood at $12 billion, down 

$4 billion from that registered in the first half April April to 
of 1985-86. to June September 
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Summary Statement of Transactions 


A. Budgetary transactions 


iN 
Poy 


3: 


B. Non-budgetary transactions: net source( + )/requirement(-) 
4. 
Si 
6. 


We 


. Financial requirements (excluding foreign transactions) 


GC. hi oot 


Revenues 
Expenditures 


Surplus(+) or Deficit(-) 


Loans, investments and advances 
Specified purpose accounts 
Other transactions 


Net source( + )/requirement(-) 


. Foreign exchange transactions: net source( + )/requirement(-) 
Total financial requirements: net source( + )/requirement(-) 
Unmatured debt transactions: net source( + )/requirement(-) 


. Cash balance at end of period 


Table 2 


Budgetary Revenues and Expenditures 


1985-86 


A. Budgetary revenues 


NY DANA WN 


. Personal income tax 

. Corporate income tax 

. Unemployment insurance contributions 
. Sales and excise taxes/duties 


Other energy taxes 


. Other revenues 


. Total budgetary revenues 


B. Budgetary expenditures 


It. 


Statutory programs 

~ Old age security benefits 

- Unemployment insurance benefits 
— Established programs financing 

- Fiscal transfers 

- Canada Assistance Plan 

- Family allowances 

— Other 


- Total statutory programs 


. Non-statutory programs 


— Defence 
— Other 


- Total non-statutory programs 


. Total program expenditures 
. Public debt charges 
. Total budgetary expenditures 


April to September 


1986-87 


(millions of dollars) 


34,504 
SHS 


-16,631 


-301 
2,445 
-1,209 


935 
-15,696 
-320 
-16,016 
14,877 
4,719 


39,866 
54,070 


-14,204 


565 
S35) 
-62 


3,828 
-10,376 
-1,595 
-11,971 
D139 
oe 


Per cent 
change 


NS).5 
oi! 


-14.6 


April to September 


1985-86 


1986-87 


(millions of dollars) 


14,790 
3,533 
4,197 
7,603 
1,427 
2,954 


34,504 


6,095 
4,753 
4,461 
3,248 
EO 1G 
1,246 
De 9 


24,011 


oMIS 
10,885 


14,600 
38,611 
12,524 
SRIS5 


18,061 
3,652 
4,620 

10,065 

344 
3,124 


39,866 


6,600 
4,913 
4,504 
3,238 
2,026 
1,264 
2,684 


MD PPoe) 


4,131 
LAL 


15,250 
40,479 
Spoil 
54,070 


— | 
Mn |rNIK§nOKwo 
NBRAIWOHRW 


—_ 


Wh? 


Dal 


4.5 
4.8 
8.5 
Sail 
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Budgetary Transactions - 1986-87 
Year-Over-Year Growth Rates 


Actual Actual Projected 
April-June April-Sept. fiscal year 


(per cent change) 


Revenues 20:3 isis 10.4 
Expenditures ie ay 5.0 


Deficit -17.3 -14.6 -7.0 


As shown in the above table, the growth of 
revenues has been slowing during the past six 
months of the fiscal year, whereas the growth of 
expenditures has remained relatively constant. 


Budgetary Revenues 


The continued strong advances in personal 
income, sales and excise tax receipts underlie the 
growth in budgetary revenues during the first six 
months of 1986-87. The robust year-over-year 
changes in these components reflect both the 
continued improvement in economic activity, as 
well as the impact and timing of past budget 
measures. More specifically, the May 1985 
budget introduced a temporary surtax on 
high-income individuals, effective July 1, 1985. 
Collection of that part of the surtax relating to 
1985 incomes was delayed until receipt of the 
1985 taxation returns, thereby affecting the 
results for the first half of 1986-87. The 
broadening of the sales tax base and increases in 
the sales and gasoline excise tax rates also had 
an impact on the April to September 1986 
results. Sales tax revenues were strengthened 
further by strong advances in consumption. 
Partially offsetting the impact of higher sales 
and excise taxes was a 76-per-cent decline in 
other energy taxes reflecting the elimination and 
phase-out of the various energy taxes as 
specified under the Western Energy Accord. 


The growth of corporate income tax revenues 
slowed in the second quarter of 1986-87 and was 
up only 3.4 per cent in the first six months of 
1986-87 as compared to the same period in 
1985-86. Current corporate income tax collection 
experience partly reflects the weakness in 
corporate profits, particularly in the oil and gas 
sector. It should be noted that a major portion 
of corporate tax receipts are collected in the 
final quarter of the fiscal year, thus making it 


extremely difficult to gauge the trend for the 
year as a whole. 


The slowdown in total revenue growth in the 
second quarter brings the year-over-year increase 
more in line with the September 18th projection 
for the fiscal year as a whole. The prepayment 
of the Child Tax Credit in November and the 
ending of the high income surtaxes on 
December 31st will restrain the growth in 
personal income tax collections in the balance 
of the fiscal year. The growth in sales tax 
revenues is also expected to slow as the 

May 1985 budget measures become incorporated 
into the 1985-86 base. 


Budgetary Expenditures 


On a year-over-year basis, budgetary 
expenditures advanced by 5.7 per cent, slightly 
above the rate of increase projected for the 
fiscal year as a whole. Within budgetary 
expenditures, public debt charges advanced by 
8.5 per cent while program spending increased 
by 4.8 per cent. The year-over-year increase in 
program expenditures reflects the timing of 
certain statutory payments and the continued 
restraint on non-statutory program spending. 


Budgetary Expenditures — 1986-87 


Current and Constant Dollars 
April to September Year-Over-Year Growth 


per cent change 


Public debt 
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The increase in public debt charges was largely 
due to the continued rise in the stock of debt 
outstanding. The slowdown in the rate of growth 
of debt coupled with the effect of lower average 
effective interest rates on the existing stock of 
debt should continue to dampen the 
year-over-year growth in public debt charges. 


Spending on statutory programs was up 

5.1 per cent in the first half of 1986-87 as 
compared to the same period in 1985-86. The 
year-over-year change in federal transfers to 
other levels of government under Established 
Programs Financing and other fiscal transfer 
arrangements primarily reflected the impact of 
prior-year adjustments, most notably the 
supplementary equalization payment which was 
made in the second quarter of 1985-86. 
Increases in benefits, which are indexed to 
quarterly changes in the consumer price index 
and in the population base, account for the 
increase in Old Age Security payments. The 
year-over-year change in other statutory program 
spending is distorted by developments in the 
Petroleum Compensation Account. This program 
was eliminated under the provisions of the 
Western Energy Accord. In the second quarter 
of 1985-86, revenues into the Account substan- 
tially exceeded expenditures, thereby, dampening 
overall expenditure growth in the second quarter 
of 1985-86. 


In the April to September period, non-statutory 
program spending was up by 4.5 per cent. 
Defence spending was up 11.2 per cent due 
largely to the timing of certain payments 
relating to capital acquisitions. During the 
second half of the year, the growth in defence 
spending will slow and the year-over-year growth 
rates will converge to their budget allocations. 
Spending on other non-statutory programs 


advanced by 2.1 per cent in the first half of 
1986-87. Growth in this component of govern- 
ment spending increased somewhat in the secon 
quarter due to the timing of certain payments. 
More specifically, these included increased 
payments under the Petroleum Incentives 
Program, foreign aid and job creation and 
training. Excluding the impact of these 
payments, spending on the other components 
remained virtually unchanged from a year ago, 
reflecting the actions the government has taken 
to date to control expenditures, including 
specific program reductions, the 2-per-cent 
reduction in person-years and in operating and 
maintenance costs. 


Financial Requirements 


With a deficit of $14.2 billion in the first half o 
the year and a net source of funds from 
non-budgetary transactions of $3.8 billion, total 
financial requirements excluding foreign 
exchange transactions amounted to $10.4 billion, 
compared to $15.7 billion in 1985-86. Slightly 
less than one-half of this year-over-year improve 
ment was due to the decline in the deficit while 
the remainder relates to the increase in the 
source of funds from the non-budgetary transac 
tions. The higher non-budgetary funds relate in 
part to the earlier settlement of accounts 
payable in the end of 1985-86, resulting in less 
of a requirement in the first half of the current 
fiscal year. 


Foreign exchange transactions resulted in a net 
requirement of $1.6 billion. Total financial 
requirements, therefore, amounted to $12 billion 
Net borrowings, particularly in the form of 
marketable bonds and Treasury bills, amounted 
to $9.1 billion. As a result, cash balances were 
reduced by $2.8 billion. 


The information in this Monitor is based on the Statement of Financial Operations for 
September 1986. For further information contact: L.A. Langlois 996-7397 of P. DeVries 992-5977. 


Cet imprimé est également offert en francais. 
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Highlights of Financial Results for April-December 1986 


© Over the period April to December 1986, the federal deficit was $20.6 billion, $3.5 billion 
lower than that recorded in the corresponding period in fiscal year 1985-86. 


e The year-over-year growth rate in revenues slowed to D4 per cent and has converged : 
significantly towards the 10.2 per cent growth rate projected for the fiscal year as a whole. 


e Total ee was up i, 9 per cent, identical to ie rate off increase projected for the fiscal 


year as a whole. 


e Financial requirements hccidine foreign Behiee) were toh $3.8 billion in ie first 
three aces a 1986-87 compared to the Ags: period in 1985-86. 


Summary 


For the first nine months of fiscal year 1986-87, 
(April to December), the budgetary deficit stood 
at $20.6 billion, down $3.5 billion from the level 
registered in the first three quarters of fiscal 
year 1985-86. The year-over-year improvement in 
the deficit continues to reflect the growth in the 
economy, restraint on spending and the impact 
and timing of past budget measures. 


Non-budgetary transactions provided the 
government with a net source of funds, 
amounting to $2.9 billion, with the result that 
financial requirements, excluding foreign 
exchange transactions, were down $8.8 billion 
compared to the same period a year ago. 
Foreign exchange transactions gave rise to a net 
requirement of $0.6 billion. Thus, total financial 
requirements, including foreign exchange 
requirements, stood at $18.2 billion, down 

$6.4 billion from that registered in the first 
three quarters of 1985-86. 


Federal Deficit 1985-86 and 1986-87 
Year to Date ~ 
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Table f 


Summary Statement of Transactions 


April to December 


Per cent 
1985-86 1986-87 change 
(millions of dollars) 
A. Budgetary transactions 
1. Revenues 54,739 62,095 13.4 
2. Expenditures 78,815 82,677 4.9 
3. Deficit — 24,076 — 20,582 — 14.5 
B. Non-budgetary transactions 
4. Loans, investments and advances — 498 630 
5. Specified purpose accounts 4,125 4,945 
6. Other transactions — 6,039 — 2,667 
7. Net source(+ )/requirement(— ) — 2,412 2,908 
C. Financial requirements (excluding foreign exchange transactions) — 26,488 — 17,674 
D. Foreign exchange transactions net source(+ )/requirement(— ) 1,850 — 553 
E. Total financial requirements — 24,638 — 18,227 
F. Unmatured debt transactions 24,555 16,994 
G. Cash balance at end of period Sa Seo 
Table 2 
Budgetary Revenues and Expenditures 
April to December 
Per cent 
1985-86 1986-87 change 
(millions of dollars) 
A. Budgetary revenues 
1. Personal income tax 23,699 28,121 18.7 
2. Corporate income tax 5,479 5,837 6.5 
3. Unemployment insurance contributions 6,398 7,190 12.4 
4. Sales and excise taxes/duties 12,268 S)333)7/ 25.0 
5. Petroleum and Gas Revenue Tax 1,870 406 — 78.3 
6. Other revenues 5,025 5,204 3.6 
7. Total budgetary revenues $4,739 62,095 13.4 


B. Budgetary expenditures 
1. Statutory programs 


- Old Age Security benefits 9,290 10,047 8.1 
- Unemployment insurance benefits 7,045 7,339 4.2 
- Established Programs Financing 6,703 6,708 0.1 
— Fiscal transfers 4,667 4,736 eS 
- Canada Assistance Plan 2,887 3,044 5.4 
- Family allowances 1,868 1,895 1.4 
— Other 3,665 4,131 D7) 
- Total statutory programs 36,125 37,900 4.9 
2. Non-statutory programs 
- Defence 6,066 - 6,564 8.2 
- Other 17,473 17,792 1.8 
- Total non-statutory programs 23,539 24,356 Bio) 
3. Total program expenditures 59,664 62,256 4.3 
4. Public debt charges 19,151 20,421 6.6 


5. Total budgetary expenditures 78,815 82,677 4.9 
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Budgetary Transactions - 1986-87 
Year-Over-Year Growth Rates 


Actual Actual Actual Projected 
April-June April-Sept. April-Dec. Fiscal Year 


(per cent change) 


Revenues 20.3 15.5 13.4 10.2 
Expenditures 5) Sai 4.9 4.9 


Deficit = 1/23 — 14.6 — 14.5 =o 


As shown in the above table, the year-to-date 
growth in revenues has been converging to the 
forecast for the fiscal year as a whole. With 
developments in the third quarter, the growth 
rate of budgetary expenditures over the first 
nine months of 1986-87 is now identical to the 
increase expected for the fiscal year as a whole. 


Budgetary Revenues 


Continued strength in economic activity, as well 
as the impact and timing of measures 
introduced in the May 1985 and February 1986 
budgets, underlies the increase in budgetary 
revenues. As in the past two quarters, most of 
this increase has been concentrated in personal 
income and sales and excise tax receipts. The 
robust year-over-year increase in personal income 
tax collections reflects, in part, strong advances 
in employment, as well as the impact of past 
budget measures. These include the temporary 
surtax on high-income individuals, effective for 
the period July 1, 1985 to December 31, 1986, 
the modification of the indexation formula for 
tax brackets and personal exemptions, and the 
introduction of the 3-per-cent surtax on basic 
federal tax, effective July 1, 1986. Personal 
income tax revenues were also affected by the 
prepayment of part of the Child Tax Credit in 
November 1986. The strength in sales and excise 
tax revenues is in part due to the strong growth 
in consumption. Broadening of the sales tax 
base and increases in the sales and gasoline 
excise tax rates also contributed to the strong 
growth in the April to December period. The 
increase in unemployment insurance contribu- 
tions primarily reflects the strong advances in 
employment, as premium contribution rates were 
held at their 1985 levels. Partially offsetting the 
impact of these revenue increases was the 
elimination of various energy-related taxes as 
specified under the Western Energy Accord, and 
the termination of the Petroleum and Gas 
Revenue Tax as of October 1, 1986. 


Corporate income tax revenues were up by 

6.5 per cent in the first nine months of 1986-87 
compared to the same period in 1985-86. The 
relative weakness in current corporate income 
tax collection experience reflects, in significant 
part, the weakness in corporate profits, 
particularly in the oil and gas sector. It should 
be noted, however, that a major portion of 
corporate tax receipts is collected in the final 
quarter of the fiscal year, thus making it 
extremely difficult to gauge the trend for the 
year as a whole. 


The slowdown in total revenue growth brings the 
year-over-year increase more in line with the 
February 1987 budget projection for the fiscal 
year as whole. The ending of the high-income 
surtaxes on December 31 will further restrain the 
growth in personal income tax collections in the 
balance of the fiscal year. The growth in sales 
tax revenues is also expected to slow as the 
1985-86 base increasingly reflects the impacts of 
the May 1985 budget measures. 


Budgetary Expenditures 


On a year-over-year basis, budgetary 
expenditures advanced by 4.9 per cent, identical 
to the rate of increase projected for the fiscal 
year as a whole. Within budgetary expenditures, 
public debt charges advanced by 6.6 per cent 


Budgetary Expenditures — 1986-87 
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while program spending increased by 4.3 per 
cent. The year-over-year increase in public debt 
charges is slightly lower than that expected for 
the fiscal year as a whole in the February 1987 
budget, while that for program spending is 
marginally higher. 


The slowdown in the rate of growth of debt 
coupled with lower average effective interest 
rates on the existing stock of debt continued to 
dampen the year-over-year increase in public 
debt charges. 


Spending on statutory programs was up 4.9 per 
cent in the first three quarters of 1986-87 
compared to the same period in 1985-86. This 
component of government spending is for the 
most part either demand-driven, or formula- 
funded, with changes largely reflecting 
developments in economic activity and in the 
underlying population bases. The relatively large 
advance in old age security benefits was due to 
increases in the eligible population base and in 
benefits, which are indexed to quarterly changes 
in the consumer price index. Although the 
national unemployment rate is down from last 
year, higher unemployment in those regions 
most adversely affected by the decline in oil 
prices has resulted in increased unemployment 
insurance benefit payments. The year-over-year 
change in federal transfers to other levels of 
government under Established Programs 
Financing and other fiscal transfer arrangements 
primarily reflects the impact of prior-year 
adjustments, most notably the supplementary 
equalization payment which was made in the 
second quarter of 1985-86. Final payments 
under the Western Grain Stabilization Act with 
respect to the 1985 crop year were made in 
December 1986 and account for the large 
increase in “other” statutory program spending. 
Total payments under this program amounted to 
$859 million, up over $300 million from that 
paid out in 1985-86. 


In the April to December period, non-statutory 
program spending was up by 3.5 per cent, 
resulting in a decline of about 0.5 per cent in 


real terms. Defence spending was up 8.2 per 
cent, reflecting Canada’s commitment to increase 
such expenditures by 2 per cent per year in real 
terms. Spending on other non-statutory 
programs advanced by 1.8 per cent in the first 
nine months of 1986-87. The increase in this 
component of government spending was due 
entirely to higher transfers to job creation, 
foreign aid and to the various native programs. 
Excluding the impact of these payments, 
spending on the remaining components of this 
category registered a decline of about 2.5 per 
cent from that recorded during the same period 
in 1985-86. This decline was due to the actions 
the government has taken to date to control 
expenditures, including specific program 
reductions, the 2 per cent reduction in person- 
years and reductions in operating and 
maintenance costs. 


Financial Requirements 


With a deficit of $20.6 billion in the first 
three quarters of the year, and a net source of 
funds from non-budgetary transactions of 

$2.9 billion, total financial requirements, 
excluding foreign exchange transactions, 
amounted to $17.7 billion, compared to 

$26.5 billion in 1985-86. About 40 per cent of 
this year-over-year improvement was due to the 
decline in the deficit while the remainder relates 
to the increase in sources of funds from the 
non-budgetary transactions. The higher non- 
budgetary funds relate in part to the earlier 
settlement of accounts payable at the end of 
1985-86, resulting in a reduced financial 
requirement in the first nine months of the 
current fiscal year. 


Foreign exchange transactions resulted in a net 
requirement of $0.6 billion in the first 

three quarters of 1986-87. Total financial 
requirements, therefore, amounted to 

$18.2 billion. Net borrowings, particularly in the 
form of marketable bonds and Treasury bills, 
amounted to $17 billion. Cash balances as of 
December 31, 1986 were $3.5 billion, some 

$2.3 billion below the December 1985 level. 


The information in this Monitor is based on the Statement of Financial Operations for December 1986. For further 
information contact: L.A. Langlois 996-7397 or P. DeVries 992-5977. Cet imprimé est également offert en francais. 
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Highlights of Financial Results for April 1986 to March 1987 


e Over the fiscal year ended March 1987, the federal deficit, prior to supplementary period 
adjustments, was $27.5 billion, $4.5 billion lower than that recorded in fiscal year 1985-86 
before adjustments. 


e The deficit for 1986-87, which will not be available until late summer, is now expected to 
be $31 billion, $1 billion below the February 1987 budget estimate. 


e The year-over-year growth rate in revenues continued to slow and is now only marginally 
above the growth rate expected for the fiscal year as a whole. 


e Total spending was up 4.8 per cent, identical to the rate of increase expected for the fiscal 
year as a whole and only slightly above the inflation rate. 


e Financial requirements (excluding foreign exchange) were down $8.7 billion co 
the corresponding period in fiscal year 1985-86. 


Summary Federal Deficit 

1985-86 and 1986-87 ee ie 
Although this Monitor contains financial data a tae Ser “St 
for the period April 1986 to March 1987, final 
results for fiscal year 1986-87 will not be availa- billions of dollars 


ble until late summer. Still to be determined are 
the ‘end-of-year’ accounting adjustments that 
are recorded in the “supplementary period’. ey rae 
These adjustments primarily affect budgetary 

expenditures since, consistent with the govern- [J 1985-86 
ment’s accounting principles, goods received or 
services rendered prior to the end of March but 
for which no payment has yet been made are 
reflected in the old year. Some adjustments are 
also made to budgetary revenues primarily to 
reflect cash-in-transit. As a result, the final 
deficit for the fiscal year can be significantly 
affected by the adjustments recorded in the 
“supplementary period”. Financial requirements, 
however, are largely unaffected by the 
supplementary period transactions as the deficit 
impacts are primarily offset by corresponding 
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Table 1 


Summary Statement of Transactions 


@) Jel lest ler) 


April to March* 


1985-1986 


1986-1987 


. Budgetary transactions 


1. Revenues 
2. Expenditures 


3. Deficit 


Non-budgetary transactions 

4. Loans, investments and advances 
5. Specified purpose accounts 

6. Other transactions 


7. Net source(+ )/requirement(-) 


. Financial requirements (excluding foreign exchange transactions) 
. Foreign exchange transactions: net source(+ )/requirement(-) 
. Total financial requirements 


Unmatured debt transactions 


. Cash balance at end of period 


Table 2 
Budgetary Revenues and Expenditures 


A. 


Budgetary revenues 


. Personal income tax 

. Corporate income tax 

. Unemployment insurance contributions 
. Sales and excise taxes/duties 

. Petroleum and Gas Revenue Tax 

. Other revenues 


YN AWN WN 


. Total budgetary revenues 


Budgetary expenditures 


1. Statutory programs 
— Old age security benefits 
— Unemployment insurance benefits 
- Established Programs Financing 
— Fiscal transfers 
- Canada Assistance Plan 
- Family allowances 
— Other 


- Total statutory programs 


2. Non-statutory programs 
-— Defence 
- Other 


- Total non-statutory programs 
3. Total program expenditures 
4. Public debt charges 
5. Total budgetary expenditures 


(millions of dollars) 


74,854 84,491 
106,827 PIII 53 
-31,973 -27,462 

-45 1,063 
5,318 6,146 
-3,533 -1,307 
1,740 5,902 
-30,233 -21,560 
S523 -6,320 
-24,610 —27,880 
PPB M3) 27,828 
4,761 4,692 
April to March* 
1985-1986 1986-1987 


(millions of dollars) 


32,207 37,613 
8,967 9,631 
8,707 9,567 

16,488 20,177 
Dro 458 
5073 7,045 

74,854 84,491 

25277) 13,445 

10,041 10,513 
8,664 8,768 
6,455 6,904 
3,876 4,003 
2,501 2,534 
5,108 5,180 

49,172 51,347 
8,365 8,944 

23,907 25,061 

SAI 2) 34,005 

81,444 85,352 

25,383 26,601 

106,827 111,953 


Per cent 
change 
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* Does not include supplementary period adjustments. Final year results will be available in late summer. 
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Budgetary Transactions - 1986-87 


Year-Over-Year Growth Rates 


April-December 


Actual 
April-March 


Actual Projected 


Fiscal Year 


Actual Actual 

April-June April-September 
Revenues 20.3 Se 
Expenditures 535 Bia) 
Deficit -17.3 -14.6 


The deficit level to the end of March 1987 stood 
at $27.5 billion, $4.5 billion lower than that 
registered in the same period in 1985-86. The 
improvement in the deficit in the fourth quarter 
was somewhat larger than expected at the time 
of the February 1987 budget. Consequently, the 
final deficit for 1986-87 is now expected to be 
$31.0 billion, $1 billion lower than estimated in 
the February 1987 budget. The year-over-year 
improvement in the deficit continues to reflect 
the strength in the underlying tax bases, restraint 
on spending and the impact and timing of past 
budget measures. 


Non-budgetary transactions provided the govern- 
ment with a net source of funds, amounting to 
$5.9 billion, with the result that financial 
requirements, excluding foreign exchange trans- 
actions, were down $8.7 billion compared to the 
same period a year ago. However, foreign 
exchange market transactions gave rise to a net 
requirement of $6.3 billion. Thus, total financial 
requirements, including foreign exchange trans- 
actions, stood at $27.9 billion, up $3.3 billion 
from that registered in the same period 

of 1985-86. 


As shown in the above table, the year-to-date 
growth in revenues continues to converge to the 
estimate for the fiscal year as a whole, while the 
growth in budgetary expenditures is identical to 
that expected for the fiscal year. The projected 
fiscal year growth rates are affected by the 
inclusion of 1985-86 supplementary period 
results and the expected supplementary period 
results for 1986-87. The projected fiscal year 
results are consistent with those published in the 
Economic and Fiscal Outlook document, 
released on June 18, 1987. These growth rates 
have been revised from those published in the 
February 1987 budget. 


(per cent change) 


13.4 12.9 11.4 
4.9 4.8 4.8 
-14.5 -14.1 -9.8 


Budgetary Revenues 


Continued strength in economic activity, as well 
as the impact and timing of measures 
introduced in the May 1985 and February 1986 
budgets, underlie the increase in budgetary 
revenues. The most important source of budge- 
tary revenue, the personal income tax, accounted 
for about one-half of the year-over-year increase 
in total revenues. This increase in personal 
income tax collections reflected, in part, 

strong advances in employment, as well as the 
impact of past budget measures. These measures 
include the temporary surtax on high-income 
individuals, effective for the period July 1, 1985 
to December 31, 1986, the modification of the 
indexation formula for tax brackets and personal 
exemptions, and the introduction of the 
3-per-cent surtax on basic federal tax effective 
July 1, 1986. The impact of these tax measures 
was offset by the introduction of the refundable 
sales tax credit. 


Strong advances in consumption, coupled with 
the broadening of the sales tax base and 
increases in the sales and gasoline excise tax 
rates account for the advance in sales and excise 
taxes. However, significantly offsetting the 
impact of these increases was the elimination of 
various energy-related taxes as specified under 
the Western Energy Accord, and the termination 
of the Petroleum and Gas Revenue Tax as of 
October 1, 1986. The increase in unemployment 
insurance contributions primarily reflects the 
strong advances in employment as premium 
contribution rates for both 1986 and 1987 have 
remained at their 1985 levels. 


Corporate income tax collections were up 
20 per cent in the month of March, the settle- 
ment period for most large corporations. This 
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brought the year-to-date increase in collections 
to 7.4 per cent, considerably higher than antici- 
pated at the time of the February 1987 budget. 
Higher than expected profits in the Exchange 
Fund Account account for most of the increase 
in other revenues. 


Budgetary Expenditures 


On a year-over-year basis, budgetary expendi- 
tures advanced by 4.8 per cent, identical to the 
revised rate of increase projected for the fiscal 
year as a whole. Within budgetary expenditures, 
both program spending and public debt charges 
increased by 4.8 per cent. 


The slowdown in the rate of growth of debt 
coupled with the effect of lower average effective 
interest rates on the existing stock of debt 
continued to dampen the year-over-year increase 
in public debt charges. 


Spending on statutory programs was up 4.4 per 
cent in the April 1986 to March 1987 period as 
compared to the same period in 1985-86. This 
component of government spending is, for the 
most part, demand-driven or formula-funded, 
with changes largely reflecting developments in 
economic activity and in the underlying popula- 
tion bases. The relatively large advance in old 
age security benefits was due to increases in the 
population base and in benefits, which are 
indexed to quarterly changes in the consumer 
price index. Although the national unemploy- 
ment rate is down from last year, higher 
unemployment in those regions most adversely 
affected by the decline in oil prices has resulted 
in increased unemployment insurance benefits. 
The impact on the equalization formula of the 
robust economic growth in the province of 
Ontario accounted for most of the increase in 
fiscal transfer payments. Although cash transfers 
under Established Programs Financing Arrange- 
ments are only 1.2 per cent higher than in 
1985-86, total entitlements (cash plus the value 
of tax transfers) are estimated to be up 

4.6 per cent. 


In the April to March period, non-statutory 
program spending rose by 5.4 per cent. Defence 


spending was up 6.9 per cent, while spending on 
other non-statutory programs advanced by 

4.8 per cent, largely due to higher transfers to 
job creation and training, foreign aid, and to the 
various native programs. Excluding the impact 
of these payments, spending on the remaining 
components registered an increase of only 

0.5 per cent from that recorded during the same 
period in 1985-86. Growth in this component of 
government spending remained restrained due to 
the actions the government has taken to date to 
control expenditures, including specific program 
reductions, the 2-per-cent reduction in person- 
years and reductions in operating and 
maintenance costs. 


Financial Requirements 


Non-budgetary transactions provided a net 
source of funds amounting to $5.9 billion in the 
April to March period, up $4.2 billion from the 
level recorded in 1985-86. 


With a deficit of $27.5 billion and a net source 
of funds from non-budgetary transactions of 
$5.9 billion, total financial requirements exclud- 
ing foreign exchange transactions amounted to 
$21.6 billion in 1986-87, compared to 

$30.2 billion in 1985-86. 


Foreign exchange transactions resulted in a net 
requirement of $6.3 billion in 1986-87, compared 
to a net source of funds of $5.6 billion in 
1985-86. This turnaround was primarily due to 
developments in the final quarters of both 
1985-86 and 1986-87 as the Bank of Canada 
intervened in the exchange markets to ensure 
orderly market conditions by dampening 
excessive movements in the exchange rate. 


Due to the developments in foreign exchange 
transactions, total financial requirements rose by 
$3.3 billion in 1986-87 to $27.9 billion. Net 
borrowings, particularly in the form of marketa- 
ble bonds and Treasury bills amounted to 

$27.8 billion. Cash balances at the end of 
March 1987 were $4.7 billion, down $0.1 billion 
from that recorded at the end of 1985-86. 


The information in this Monitor is based on the Statement of Financial Operations for March 1987. For further 
information contact: L.A. Langlois 996-7397 or P. DeVries 992-5977. Cet imprimé est également offert en francais. 
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Highlights of the Preliminary Financial Results for 1986-87 


e The federal deficit declined by $3.8 billion to $30.6 billion in 1986-87, marking the 
second year in a row in which the deficit has recorded a significant decline. Since the 
peak of $38.3 billion in 1984-85, the deficit has improved by $7.7 billion. 


e The preliminary deficit outcome for 1986-87 of $30.6 billion represents an 
improvement of $0.4 billion from that projected at the time of the June White 
Paper on Tax Reform and is $1.4 billion lower than that projected in the February 


1987 budget. 


e Program expenditures, at $89.7 billion, were virtually identical to the target first 
established in the February 1986 budget. This outcome was achieved despite the 
impact of substantially lower oil and grain prices on statutory program spending. 


e As a percentage of gross domestic product (GDP), the deficit has declined by 
2.6 percentage points since 1984-85, with budgetary expenditures accounting for 


two-thirds of this decline. 


Summary 


Preliminary financial results indicate that the 
federal government’s budgetary deficit for the 
fiscal year ending March 31, 1987 was 

$30.6 billion, down $3.8 billion from the level 
registered in 1985-86 and $7.7 billion below 
the record $38.3 billion of 1984-85. This is the 
first time since the mid-1960s that the deficit 
has declined for two consecutive years. 


The improvement in the deficit since 1984-85 
reflects both the strength in the economy, 
which has resulted in increased budgetary 
revenues, as well as the savings from the 
government’s expenditure reduction initiatives 
since the fall of 1984. Excluding the impact 
of public debt charges, restraint in program 
expenditures has contributed to nearly three- 
quarters of the reduction in the deficit as a 
percentage of GDP since 1984-85. 
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Table 1 Table 2 


Preliminary Fiscal Outcome for 1986-87 The Fiscal Record 


1984-85 1985-86 1986-87 Contribution 
(billions of dollars) 1984-85 1986-87 Change to change 


(as a percentage of GDP) (per cent) 


A. Budgetary transactions 


1. Revenues 70.9 76.8 85.8 
2. Expenditures 109.2 Ie 116.4 
ici 3 34.4 30.6 Buccal 
Sales aaiaiaai revenues 15.9 16.8 0.9 35 
B. Non-budgetary transactions 
4. Loans, investments and Budeetar 
advances 0.7 0 1.4 8 ; y 
5. Specified purpose accounts Sail 5.4 6.7 expenditures 24.5 22.8 mie, 65 
6. Other transactions Ded -1.3 1.0 Deticit 36 6.0 odd 100 
7. Source of funds 8.5 4.1 9.0 
C. Financial requirements (excl. : 
foreign exchange transactions) -29.8  -30.3 -21.6 Expenditure components 
D. Foreign exchange Program 
SEMI SO} 2.4 Omen expenditures 19.5 17.6 =19 73 
E. Total financial requirements -27.4 -24.7 -27.9 
F. Unmatured debt transactions 26.8 Dae 27.8 Public debt 
G. Year-end cash balances 5.9 4.7 4.6 charges 5.0 3 0.2 -8 
Table 3 
Preliminary Fiscal Outcome for 1986-87 - Budgetary Revenues and Expenditures 
Year-over-year Annual average 
change change 
1984-85 1985-86 1986-87 1985-86 1986-87 1984-85 to 1986-87 
(millions of dollars) (per cent) 
A. Budgetary revenues 
1. Personal income tax 29,254 33,008 37,878 12.8 14.8 13.8 
2. Corporate income tax 9,379 9,210 9,885 -1.8 Wo3} el 
3. Unemployment insurance contributions EDS 8,719 9,558 15.4 9.6 2S 
4. Sales and excise taxes 14,102 16,913 20,576 19.9 Die 20.8 
5. Energy taxes 4,075 2,578 473 -36.7 -81.7 -65.9 
6. Other revenues 6,528 6,402 7,423 -1.9 15.9 6.6 
7. Total budgetary revenues 70,891 76,830 85,793 8.4 ee 10.0 
B. Budgetary expenditures 
1. Statutory programs 
- Unemployment insurance 10,052 10,036 10,444 -0.2 4.1 1.9 
- Old age security benefits 11,418 L225 13,445 9.7 Ges: 8.5 
- Established Programs Financing 8,595 8,677 8,839 1.0 19 1.4 
- Fiscal transfers 6,586 6,527 6,926 -0.9 6.1 23) 
- Canada Assistance Plan 3,745 3,916 4,051 4.6 3.4 4.0 
- Family allowances 2,418 2,501 23534 3.4 58) 2.4 
- Other 5,412 5,702 5,869 5.4 Des) Avil 
- Total statutory programs 48,226 49,884 52,108 3.4 4.5 3.9 
2. Non-statutory programs 
- Defence : 8,762 9,094 10,006 3.8 10.0 6.9 
- Official Development Assistance 2,058 1,815 2256 -11.8 24.3 4.7 
- Other 27,714 25,000 25,367 -9.8 10S; -4.3 
- Total non-statutory programs 38,534 35,909 37,629 -6.8 4.8 -1.2 
3. Program expenditures 86,760 85,793 89,737 -1.1 4.6 7 
4 | 
4. Public debt charges 22,455 25,441 26,658 ss) 4.8 9.0 


5. Total budgetary expenditures 109,215 111,234 116,395 1.8 4.6 37 
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Résultats financiers préliminaires de 1986-87 


Faits saillants 


Le déficit fédéral a baissé de $3.8 milliards pour s‘établir a $30.6 milliards en 1986-87, la 
deuxieéme année consécutive de baisse sensible du déficit. Depuis son sommet de 
$38.3 milliards atteint en 1984-85, le déficit s‘est amélioré de $7.7 milliards. 


Les résultats préliminaires de 1986-87 indiquent que le déficit de $30.6 milliards représente 
une amélioration de $0.4 milliard par rapport a la projection publiée a la présentation en 
juin du Livre blanc sur la réforme fiscale, et sétablit a $1.4 milliard en-deca de la prévision 
budgétaire de février 1987. 


Les dépenses de programmes, qui sétablissent a $89.7 milliards n’ont été que marginalement 
supérieures a Vobjectif de $89.4 milliards établi la premiére fois dans le budget de février 
1986, et ce résultat a été atteint malgré Vincidence sur les dépenses de programmes 
Statutaires quont eu les prix sensiblement inférieurs du pétrole et des céréales. 


Exprimé en pourcentage du produit intérieur brut (PIB), le déficit a diminué de 2.6 points 
depuis 1984-85, les dépenses budgétaires comptant pour les deux tiers dans cette diminution. 


Résumé 

Les résultats financiers préliminaires indiquent Déficit dans les années 80 _ £ Oj 
que pour l’exercice se terminant le 31 mars 1987 é 

le déficit budgétaire du gouvernement fédéral ee milliards de dollars 


sélevait a $30.6 milliards, soit $3.8 milliards de 
moins que le niveau enregistré en 1985-86 et 
$7.7 milliards de moins que le niveau record de 
$38.3 milliards atteint en 1984-85. Pour la 
premiére fois depuis le milieu des années 60, 

le déficit a diminué deux années consécutives. 


La baisse du déficit depuis 1984-85 témoigne a 
la fois de la vigueur de l’économie, laquelle a 
entrainé une augmentation des recettes 
budgétaires, et des épargnes réalisées a la suite 
des initiatives de compression des dépenses 
prises par le gouvernement depuis l’automne de 
1984. Abstraction faite de l’incidence des frais de 
la dette publique, la compression des dépenses 
de programmes a contribué pour pres des trois 
quarts de la diminution du déficit exprimé en 
pourcentage du PIB depuis 1984-85. 
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financement des programmes établis aient 
progressé de 1.9 pour cent par rapport a 
1985-86, on estime que le total des droits 
(paiement en espéces plus la valeur des transferts 
de points d’imp6t) sont en hausse d’environ 

6 pour cent. Sous-tendant la hausse dans 
lxautre» catégorie de dépenses de programmes 
statutaires, figurent des paiements plus élevés 
effectués en vertu de divers programmes d’aide 
aux agriculteurs. 


Les dépenses de programmes non statutaires ont 
progressé de 4.8 pour cent contre une baisse de 
6.8 pour cent en 1985-86. La baisse enregistrée 
en 1985-86 était due en grande partie aux initia- 
tives de réduction des dépenses instaurées en 
novembre 1984 et en mai 1985. Ces initiatives 
suivies ont sensiblement réduit les niveaux de 
dépenses des ministeres en 1985-86. Laugmenta- 
tion enregistrée en 1986-87 est due essentielle- 
ment a des engagements effectués dans des 
domaines tres prioritaires, comme la défense 

et l’aide a l’étranger. Par contre, les autres 
dépenses non statutaires n’ont progressé que 

de 1.5 pour cent. Le niveau de dépenses des 
autres programmes non statutaires continue 
d’étre inférieur a celui enregistré en 1984-85, ce 
qui signifie qu’en termes réels les dépenses de 
programmes de cette composante ont diminué 
de plus de 12 pour cent au cours des deux 
dernieres années. 


Besoins financiers 


Les opérations non budgétaires se sont soldées 
par une source nette de fonds de $9.0 milliards 
en 1986-87, en hausse de $4.9 milliards par 
rapport au niveau enregistré en 1985-86. 


Le déficit s’établissant a $30.6 milliards et les 
opérations non budgétaires se soldant par une 
source nette de fonds de $9.0 milliards, le total 
des besoins financiers, opérations de change 
exclues, s’est établi a $21.6 milliards en 1986-87, 
comparativement a $30.3 milliards en 1985-86. 


Les opérations de change se sont soldées par des 
besoins financiers nets de $6.4 milliards en 
1986-87, comparativement a une source nette de 


fonds de $5.6 milliards en 1985-86. Ce 
revirement était essentiellement attribuable aux 
changements survenus au cours des derniers 
trimestres de 1985-86 et de 1986-87, la Banque 
du Canada étant intervenue sur les marchés de 
change pour atténuer les variations excessives du 
taux de change. 


En raison de l’évolution des opérations de 
change, les besoins financiers totaux ont 
augmenté de $3.2 milliards en 1986-87 pour 
s’établir a $27.9 milliards. Les emprunts nets, en 
particulier sous forme d’obligations négociables 
et de bons du Trésor, se sont établis a 

$27.8 milliards. Lencaisse a la fin de mars 1987 
s’élevait a $4.6 milliards, en baisse de 

$0.1 milliard par rapport a la fin de 1985-86. 


Croissance nominale et réelle 
des dépenses de programmes 


(croissance annuelle moyenne — en pourcentage) 


Ea Réelle | 
Ge Nominale | 
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La matiére de cette revue est tirée des états préliminaires des opérations financiéres de l’exercice terminé le 31 mars 1987. Pour 
tout renseignement complémentaire, priére de communiquer avec L.A. Langlois (996-7397) ou P. DeVries (992-5977). This 


publication is also available in English. 
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Non-budgetary transactions provided the 
government with a net source of funds 
amounting to $9.0 billion in 1986-87. Thus, 
financial requirements excluding foreign 
exchange transactions were $21.6 billion in 
1986-87, down $8.7 billion from that required 
in 1985-86. 


The deficit was $0.4 billion lower than that 
projected in the June White Paper on Tax 
Reform and $1.4 billion lower than the deficit 
forecast in the February 1987 budget. Most of 
this improvement was related to higher 
budgetary revenues, primarily non-tax 
revenues. Total budgetary expenditures were 
$0.1 billion lower than expected at the time of 
the June White Paper on Tax Reform, due 
entirely to lower public debt charges. Program 
expenditures, at $89.7 billion, were only 
marginally above the February 1986 budget 
target of $89.4 billion, and this expenditure 
Outcome was achieved despite the adverse 
impact of substantially lower oil and grain 
prices on statutory program spending. 


Budgetary Revenues 


Continued strength in economic activity, as 
well as the impact and timing of measures 
introduced in the May 1985 and February 
1986 budgets, underlie the increase in 
budgetary revenues during 1986-87. The 
largest component, personal income taxes, 
accounted for about one-half of the year-over- 
year increase in total revenues. About three- 
quarters of the increase in personal income 
tax revenues was attributable to the strong 
advances in employment during the last two 
years with the remainder due to the impact of 
past budget measures. Strong advances in 
consumption, coupled with the broadening of 
the sales tax base and increases in the sales 
and gasoline excise tax rates, accounted for 
the advance in sales and excise tax revenues. 
However, significantly offsetting these revenue 
increases was the elimination of various 
energy-related taxes as specified under the 
Western Energy Accord and the termination 
of the Petroleum and Gas Revenue Tax on 
October 1, 1986. The increase in 
unemployment insurance contributions largely 


reflected the strong advances in employment 
as premium contribution rates for both 1986 
and 1987 have remained at their 1985 levels. 


Although corporate profits declined in 1986, 
due largely to the impact of lower oil prices 
on the oil and gas sector, corporate income 
tax collections rose by 7.3 per cent in 1986-87. 
This reflected, in part, the impact of measures 
introduced in the May 1985 and February 
1986 budgets, as well as the healthy growth in 
profits in the non-energy sector. Higher 
profits from the Foreign Exchange Fund, 
reflecting the strength in the Canadian dollar 
in the latter months of 1986-87, accounted for 
most of the increase in other revenues. 


Budgetary Expenditures 


Budgetary expenditures increased by 4.6 per 
cent in 1986-87, up from the increase of 

1.8 per cent in 1985-86. Since 1984-85, 
budgetary expenditures have increased at an 
annual rate of 3.2 per cent, well below the 
rate of inflation. 


The slowdown in the rate of growth of debt, 
coupled with the effect of lower average 
effective interest rates on the existing stock of 
debt, significantly dampened the increase in 
public debt charges. Public debt charges 
advanced by only 4.8 per cent in 1986-87, 
following an increase of 13.3 per cent 

in 1985-86. 


The advance of 4.5 per cent in statutory 
program spending, which for the most part is 
demand-driven or formula-funded, largely 
reflected developments in economic activity 
and in the underlying population bases. 
Although the national unemployment rate 
declined in 1986-87, the sectoral composition 
of unemployment was affected by the sharp 
decline in oil prices and as a result 
unemployment insurance benefit payments 
were higher. The relatively large advance in 
old age security benefits was due to increases 
in the population base and in benefits, which 
are indexed to quarterly changes in the 
consumer price index. The impact of robust 
economic growth in Ontario on the 
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equalization formula accounted for most of 
the increase in fiscal transfer payments. Cash 
transfers under Established Program 
Financing Arrangements were 1.9 per cent 
higher than in 1985-86, but total entitlements 
(cash plus the value of tax transfers) are 
estimated to be about 6 per cent higher. 
Underlying the increase in the “other” 
statutory program spending category was 
substantially higher payments under the 
various farm income support programs. 


Non-statutory program spending rose by 
4.8 per cent, following a decline of 6.8 per 
cent in 1985-86. The decline in 1985-86 was 
largely due to the expenditure reduction 
initiatives introduced in November 1984 and 
May 1985. These initiatives, which are 
ongoing, significantly lowered departmental 
spending levels in 1985-86. The increase in 
1986-87 was due largely to commitments in 
high priority areas, such as defence and 
foreign aid. In contrast, other non-statutory 
spending advanced by only 1.5 per cent. The 
level of spending on other non-statutory 
programs continues to be less than that 
recorded in 1984-85, so that in real terms 
expenditures in this component of program 
spending have declined by over 12 per cent 
over the last two years. 


Financial Requirements 


Non-budgetary transactions provided a 

net source of funds amounting to $9.0 billion 
in 1986-87, up $4.9 billion from the level 
recorded in 1985-86. 


With a deficit of $30.6 billion and a net 
source of funds from non-budgetary 
transactions of $9.0 billion, total financial 
requirements, excluding foreign exchange 
transactions, amounted to $21.6 billion in 
1986-87, compared to $30.3 billion in 1985-86. 


Foreign exchange transactions resulted in a net 
requirement of $6.4 billion in 1986-87, 
compared to a net source of funds of 

$5.6 billion in 1985-86. This turnaround was 
due primarily to developments in the final 
quarters of both 1985-86 and 1986-87 as the 
Bank of Canada intervened in the exchange 
markets to ensure orderly market conditions 
by dampening excessive movements in the 
exchange rate. 


Due to the developments in foreign exchange 
transactions, total financial requirements 
increased by $3.2 billion in 1986-87 to 

$27.9 billion. Net borrowings, particularly in 
the form of marketable bonds and Treasury 
bills, amounted to $27.8 billion. Cash 
balances at the end of March 1987 were 
$4.6 billion, down $0.1 billion from the end 
of 1985-86. 


Nominal and Real 
Program Expenditure Growth 


(annual average growth — per cent) 


GB Real 
( Nominal 
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Highlights of the Preliminary Financial Results for April - June 1987 


e In the first quarter of 1987-88, the federal deficit, at $7.1 billion, was $1.2 billion lower 
than that recorded in the corresponding period in 1986-87. 


e Accompanying the strong economic performance in the first half of 1987, particularly the 
advances in employment and profits, revenues increased by 14.2 per cent. 


e Total spending was up 5.5 per cent, with program spending increasing 6.9 per cent. The 
growth in public debt charges was held to only 1.5 per cent. 


e The increase in program spending was led by almost a $1 billion increase in spending under 
various agriculture assistance programs, particularly the Special Canadian Grains and 
Western Grains Stabilization programs. 


Federal Deficit 
Summary 1986-87 and 1987-88 
Year to Date Ashe 
In the first quarter of 1987-88 (April to June), : 
the budgetary deficit was $7.1 billion, down billions of dollars 


$1.2 billion from the level registered in the first > 

quarter of 1986-87. This year-over-year improve- 

ment in the deficit reflected, in large part, the 30 [i 1986-87 
strength in the Canadian economy in the first WM 1987-88 
half of 1987, which has resulted in increased 25 

budgetary revenues and lower unemployment 

insurance benefit payments. The deficit, on a 0 


year-over-year basis, was also influenced by the 
timing of various receipts and payments. 


LS) 
Non-budgetary transactions, in the April to June 
period of 1987, resulted in a net requirement of 10 
funds, amounting to $0.6 billion, compared to a 
net source of funds of $1.4 billion in the same 5 
period last year. This was due primarily to the 
impact of the advance mailing of social 0 
assistance cheques in June in anticipation of the Apr.to-Apr.to Apr.to Apr. to. Fiseal 


letter carriers’ dispute. As a result, financial June __ Sept. Dec. March _— Year 
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Table 1 


Summary Statement of Transactions 


April to June 


Per cent 
1986-87 1987-88 change 
(millions of dollars) 
A. Budgetary transactions 
1. Revenues 18,503 Dalene) 14.2 
2. Expenditures 26,758 DSS 525) 
3. Deficit -8,255 -7,098 -14.0 
B. Non-budgetary transactions 
4. Loans, investments and advances 129 49 
5. Specified purpose accounts 1,612 Ls 
6. Other transactions -362 -1,997 
7. Net source (+ )/requirement (-) 379 -627 
C. Financial requirements (excluding 
foreign exchange transactions) -6,876 -7,725 
D. Foreign exchange transactions: 
net source (+)/requirement (-) -1,329 1,540 
E. Total financial requirements -8,205 -6,185 
F. Unmatured debt transactions 6,587 2,369 
G. Cash balance at end of period 3,126 802 
Table 2 
Budgetary Revenues and Expenditures 
April to June 
Per cent 
1986-87 1987-88 change 
(millions of dollars) 
A. Budgetary revenues 
1. Personal income tax 8,066 9,773 PD 
2. Corporate income tax ASH AAD 18.0 
3. Unemployment insurance contributions 2,268 2,440 7.6 
4. Sales and excise taxes/duties 4,736 4,886 3) 
5. Other revenues 1,676 1,953 16.5 
6. Total budgetary revenues 18,503 AV A> 14.2 
B. Budgetary expenditures 
1. Statutory programs 
~ Old age security benefits 3,269 3,483 6.5 
— Unemployment insurance benefits 2,709 2,567 -5.2 
- Established Programs Financing DOT 2,201 -3.1 
— Fiscal transfers 1,672 1,714 5) 
— Canada Assistance Plan 1,043 1,162 11.4 
— Family allowances 633 637 0.6 
— Other 1,554 1,986 27.8 
- Total statutory programs NSS 13,750 4.6 
2. Non-statutory programs : 
- Defence SY 1,805 2 
~ Other 4,883 5,594 14.6 
- Total non-statutory programs 6,640 7,399 11.4 
3. Total program expenditures 19,791 21,149 6.9 
4. Public debt charges 6,967 7,074 es 


5. Total budgetary expenditures 26,758 28,223 BS) 
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requirements, excluding foreign exchange trans- 
actions, amounted to $7.7 billion, up $0.8 billion 
from that required in the first quarter 

of 1986-87. Foreign exchange transactions gave 
rise to a net source of funds, amounting to 

$1.5 billion in the first quarter of 1987-88. Total 
financial requirements, including foreign 
exchange requirements, stood at $6.2 billion, 
down $2 billion from the 1986-87 level. 


While the first quarter results for the 1987-88 
budgetary deficit are encouraging, simple 
extrapolation of one quarter’s performance can 
give a misleading impression of the likely out- 
come for the fiscal year as a whole. Quarterly 
figures exhibit wide fluctuations given the 
uneven timing of certain payments and receipts 
and effective dates of policy measures. 


Budgetary Revenues 


Strong advances in personal and corporate 
income tax receipts, along with the inclusion of 
the proceeds from the sale of Teleglobe Canada, 
underlie the growth in budgetary revenues 
during the first quarter of 1987-88. The robust 
year-over-year increases in personal and 
corporate income tax collections have accompa- 
nied the strength in economic activity in the 
first half of 1987, particularly the significantly 
higher levels of employment and corporate 
profits. Also contributing to the year-over-year 
growth in personal income tax collections was 
the impact of the prepayment of a portion of 
the refundable child tax credit in November 
1986, which resulted in lower refunds in the first 
quarter of 1987-88. 


In contrast, the growth in sales and excise tax 
receipts slowed in the first quarter of 1987-88 
and was up only 3.2 per cent over the same 
period in 1986-87, despite strong growth in 
consumption expenditures. The growth rate in 
the first quarter of 1987-88 was affected by the 
final round of tariff rate reductions as specified 
under the 1979 Multilateral Trade Negotiations 
Agreement, a reduction in the quarterly indexa- 
tion factor on the sales tax rate for gasoline and 
diesel fuel, as well as the elimination of the 
Petroleum and Gas Revenue Tax, effective 
October 1986. 


Budgetary Revenues: 
1986-87 and 1987-88 


April to June Year-Over-Year Growth 


per cent change 


[ | 1986-87 
1987-88 


Personal 
income tax 


Corporate 
income tax 


The growth in budgetary revenues is generally in 
line with that expected in the June White Paper 
for the fiscal year as a whole with the exception 
of the very robust increase in corporate income 
tax collections. However, as a major portion of 
tax receipts from this source is collected in the 
final quarter of the fiscal year, it is extremely 
difficult to gauge the trend for the full fiscal 
year from receipts for the first quarter of 

the year. 


Budgetary Expenditures 


On a year-over-year basis, budgetary 
expenditures increased by 5.5 per cent. Looking 
at the major components of budgetary expendi- 
tures, public debt charges advanced by only 

1.5 per cent, while program spending was up 
6.9 per cent or up $1.4 billion on a year-over- 
year basis. Of this increase, nearly $1 billion was 
due to higher expenditures under various 
agricultural assistance programs, such as the 
Western Grain Stabilization Act, the Western 
Grain Transportation Act and the Special 
Canadian Grains Program. 
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The slowdown in the rate of growth of public 
debt, coupled with lower average effective 
interest rates on the existing stock of debt, 
continued to dampen the year-over-year increase 
in public debt charges. However, the increases in 
interest rates since the first quarter of 1987-88 
will exert upward pressure on public debt 
charges over the balance of the fiscal year. 


Spending on statutory programs was up 

4.6 per cent in the first quarter of 1987-88 
compared to the same period in 1986-87. This 
component of government spending is for the 
most part either demand-driven, or formula- 
funded, with changes largely reflecting develop- 
ments in economic activity and the underlying 
population bases. The increase in old age 
security payments was due to increases in the 
eligible population base and in benefits, which 
are indexed to quarterly changes in the 
consumer price index. The relatively large 
increase in payments under the Canada 
Assistance Plan reflects retroactive payments to 
the province of Ontario. A higher interim 
payment to farmers under the Western Grain 
Stabilization Act and increased payments to 
railways under the Western Grain Transportation 
Act account for the large advance in the “‘other”’ 
statutory program spending category. Unemploy- 
ment insurance benefit payments were lower, 
reflecting lower levels of unemployment. The 
impact of prior-year adjustments restrained the 
year-over-year increases in transfers to provinces 
under Established Program Financing and other 
fiscal transfer arrangements. 


Non-statutory program spending rose by 

11.4 per cent in the first quarter of 1987-88, 
largely due to the payments to farmers under 
the Special Canadian Grains Program. Excluding 
the impact of these payments, spending on all 
other major components within this category 
advanced by only 2 per cent from that recorded 
in the same period of 1986-87. 


Budgetary Expenditures: 
1986-87 and 1987-88 


April to June Year-Over-Year Growth 


per cent change 


[ai 1986-87 
[| 1987-88 


Non-statutory 
programs 


Public debt 
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Financial Requirements 


Non-budgetary transactions resulted in a net 
requirement of $0.6 billion, compared to a net 
source of funds of $1.4 billion in April-June 
1986. This turnaround resulted from the larger- 
than-normal encashment of cheques in 

the month of June, due in part to the advance 
mailing of social assistance cheques in 
anticipation of postal disruptions. 


Financial requirements, excluding foreign 
exchange transactions, amounted to $7.7 billion 
in the first quarter of 1987-88. With foreign 
exchange transactions providing a net source of 
funds of $1.5 billion, total financial requirements 
stood at $6.2 billion. This was financed by net 
borrowing of $2.4 billion and a $3.8 billion 
drawdown of the government’s cash balances. 


The information in this Monitor is based on preliminary financial statements for the quarter ended June 30, 1987. 
For further information contact: L.A. Langlois 996-7397 or P. DeVries 992-5977. Cet imprimé est également offert 


en francais. 
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Highlights of the Preliminary Financial Results for 
April - September 1987 


e In the first half of fiscal year 1987-88, the federal deficit, at $12.0 billion, was $2.2 billion 
lower than in the corresponding period in 1986-87. 


¢ Accompanying the strong economic performance in the first three quarters of 1987, 
particularly the robust advances in employment and profits, revenues increased by 
10.7 per cent in the first half of 1987-88. 


e Total spending was up 3.8 per cent on a year-over-year basis, with program spending 
increasing 4.8 per cent and public debt charges increasing by only 1.0 per cent. 


e The increase in program spending was mainly influenced by large increases in spending 
under various agricultural asst 
Program and the Western Gi 


\ 

& } including foreign exchange requirements, stood 

‘ at $9.8 billion, down $2.3 billion from the level 
recorded in the first half of 1986-87. 


Summary 
Z oi 

In the first half of fiscal year 1987- 8 April we? 

to September), the budgetary deficit was a 

$12.0 billion, down $2.2 billion from the level 

registered in the first half of 1986-87. This 

year-over-year improvement in the deficit largely 

reflects the strength in the Canadian economy in 

1987, which has resulted in increased budgetary 

revenues and has moderated the growth in 

budgetary expenditures. As well, the deficit, on 

a year-over-year basis, continued to be 

influenced by the timing of various receipts and 

payments, especially in the areas of public debt 

charges and major transfer payments. 


Federal Deficit 
1986-87 and 1987-88 
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Non-budgetary transactions, in the first half of 
1987-88, provided the government with a net 
source of funds amounting to $1.6 billion, 
compared to $3.7 billion in the same period of 
1986-87. As a result, financial requirements, 
excluding foreign exchange transactions, at 
$10.4 billion, were down only $0.1 billion on a 
year-over-year basis. Foreign exchange 
transactions gave rise to a net source of funds 
amounting to $0.6 billion in the first half of 
1987-88, whereas in the comparable period in 


P Apr. Apr. Apr. Apr. Fiscal 
_ 1986-87 there was a net requirement of rs e 4 is Vear 
$1.6 billion. Thus, total financial requirements, June Sept. Dec. March 
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Table 1 


Summary Statement of Transactions 


April to September 


Per cent 
1986-87 1987-88 change 
(millions of dollars) 
A. Budgetary transactions 
1. Revenues 39,866 44,125 10.7 
2. Expenditures 54,070 56,142 3.8 
3. Deficit — 14,204 — 12,017 —15.4 
B. Non-budgetary transactions 
4. Loans, investments and advances 565 — 63 
5. Specified purpose accounts 3,242 3,338 
6. Other transactions — 62 — 1,643 
7. Net source (+ )/requirement (— ) 3,745 1,632 
C. Financial requirements (excluding 
foreign exchange transactions) — 10,459 — 10,385 
D. Foreign exchange transactions: 
net source (+)/requirement (—) —1,595 609 
E. Total financial requirements — 12,054 —9,776 
F. Unmatured debt transactions Or22> 7,854 
G. Cash balance at end of period 1,912 2,696 
Table 2 
Budgetary Revenues and Expenditures 
April to September 
Per cent 
1986-87 1987-88 change 
(millions of dollars) 
A. Budgetary revenues 
1. Personal income tax 18,061 20,461 Bias! 
2. Corporate income tax 3,652 4,564 25.0 
3. Unemployment insurance contributions 4,620 S) 05) 8.5 
4. Sales and excise taxes/duties 10,409 10,713 2.9 
5. Other revenues 3), 3). 2 7.9 
6. Total budgetary revenues 39,866 44,125 10.7 
B. Budgetary expenditures 
1. Statutory programs 
- Old age security benefits 6,600 7,047 6.8 
- Unemployment insurance benefits 4,913 4,862 — 1.0 
- Established Programs Financing 4,479 4,416 —1.4 
— Fiscal transfers 3,239 3,541 9.3 
— Canada Assistance Plan 2,026 2,180 7.6 
— Family allowances 1,264 279 Ne? 
— Other 2,601 3,096 19.0 
- Total statutory programs DS) M22 26,421 De 
2. Non-statutory programs 
- Defence 4,125 4,122 —0.1 
— Other R235) 11,871 Bei! 
- Total non-statutory programs 15,360 15,993 4.1 
3. Total program expenditures 40,482 42,414 4.8 
4. Public debt charges 13,588 13,728 1.0 
5. Total budgetary expenditures 54,070 56,142 3.8 
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Budgetary Revenues 


Strong advances in personal and corporate 
income tax receipts, along with the inclusion of 
the proceeds from the sale of Teleglobe Canada, 
underlie the growth in budgetary revenues 
during the first half of 1987-88. The robust 
year-over-year increases in personal and 
corporate income tax collections have 
accompanied the strength in economic activity 
in 1987, particularly the significantly higher 
levels of employment and corporate profits. Also 
contributing to the year-over-year growth in 
personal income tax collections was the impact 
of the prepayment of a portion of the 
refundable child tax credit in November 1986, 
which resulted in lower refunds in the first half 
of 1987-88. Significantly higher employment 
levels, coupled with an increase in maximum 
insurable earnings, underlie the strength in 
unemployment insurance contributions. 


Budgetary Revenues: 
1986-87 and 1987-88 


April to September Year-Over-Year Growth 


per cent change 


[5] 1986-87 
Gi) 1987-88 
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In contrast, the growth in sales and excise tax 
receipts was up only 2.9 per cent over the same 
period in 1986-87 despite strong growth in 
consumer and business expenditures. Growth in 
sales and excise tax receipts the first half of 
1987-88 was in part affected by the final round 
of tariff rate reductions as specified under the 
1979 Multilateral Trade Negotiations Agreement. 
A reduction in the quarterly indexation factor 


on the sales tax rate for gasoline and diesel fuel, 
as well as the elimination of the Petroleum and 
Gas Revenue Tax effective October 1986, also 
dampened sales and excise tax revenue growth. 


The expansion in total budgetary revenues 
remains generally in line with that expected in 
the June White Paper for the fiscal year as a 
whole. However, growth in some of the 
components will likely differ as corporate 
income tax collections are more robust than 
anticipated in the June White Paper while 
commodity tax revenues are somewhat weaker. 
Nevertheless, as a major portion of corporate 
tax receipts is collected in the final quarter of 
the fiscal year, it is difficult to gauge the trend 
for the full fiscal year from receipts for the first 
half of the year. 


Budgetary Expenditures 


On a year-over-year basis, budgetary 
expenditures increased by 3.8 per cent over the 
first half of fiscal year 1987-88. Public debt 
charges increased by only 1.0 per cent while 
program spending was up 4.8 per cent, or 

$1.9 billion, on a year-over-year basis. Of this 
increase in program expenditures, nearly 

$1 billion was due to higher expenditures under 
various agricultural assistance programs. 


The slowdown in the rate of growth of public 
debt, coupled with lower average effective 
interest rates on the existing stock of debt, 
continued to dampen the year-over-year increase 
in public debt charges. However, the increases in 
interest rates since the second quarter of the 
1987-88 fiscal year will exert upward pressure on 
public debt charges over the balance of the 
fiscal year. 


Spending on statutory programs was up 5.2 per 
cent in the first half of 1987-88 compared to the 
same period in 1986-87. This component of 
government spending, which accounts for about 
two-thirds of total program spending, is for the 
most part either demand-driven, or formula- 
funded, with changes largely reflecting 
developments in economic activity and the 
underlying population bases. The increase in old 
age security payments was due to increases in 
both the eligible population base and in the 
level of benefits, which are indexed to quarterly 
changes in the consumer price index. The 
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impact on the equalization formula of strong 
increases in overall provincial revenues accounted 
for most of the increase in fiscal transfer 
payments. The relatively large increase in 
payments under the Canada Assistance Plan 
reflects retroactive payments to the Province of 
Ontario. Higher interim payments to farmers 
under the Western Grain Stabilization Act and 
increased payments to railways under the 
Western Grain Transportation Act account for 
the large advance in the “other” statutory 
program spending category. Unemployment 
insurance benefit payments were lower, reflecting 
lower levels of unemployment. Although the 
total federal contribution to provinces under the 
Established Programs Financing arrangement is 
up by about 5 per cent, direct cash transfers are 
down as the impact of strong growth on income 
tax revenues has resulted in higher transfers 
through the tax system. 


Non-statutory program spending rose by 

4.1 per cent in the first half of 1987-88, with all 
the increase due to the payment to farmers 
under the Special Canadian Grains Program. 
Excluding the impact of these payments, which 
amounted to nearly $700 million in the first half 
of fiscal year 1987-88, spending on the 
remaining components of this category recorded 
a marginal decline. Part of this decline related to 
the timing of payments, especially in the areas 
of defence, foreign aid and payments under 
various native programs, all of which are 
expected to pick up in the second half of 
1987-88. The direct operating costs of the 
government remained restrained, declining by 
about 4 per cent in nominal terms and by about 
8.5 per cent in real terms over the comparable 
period in 1986-87. 


Financial Requirements 


Non-budgetary transactions in the first half of 
1987-88 resulted in a net source of funds 
amounting to $1.6 billion, compared to 

$3.7 billion in the comparable period of 1986-87. 
This lower net source of funds was due to a 


number of factors, including lower net loan 
repayments by the Farm Credit Corporation and 
the impact of lower interest rates on the interest 
and unmatured debt accounts. 


Financial requirements, excluding foreign 
exchange transactions, remained virtually 
unchanged from the level recorded during the 
same period in 1986-87, as the improvement in 
the budgetary deficit was offset by lower net 
funds from non-budgetary transactions. In 
contrast, foreign exchange transactions provided 
a net source of funds of $0.6 billion, compared 
to a net requirement of $1.6 billion in the first 
half of 1986-87: As a result, total financial 
requirements in the first half of 1987-88 stood 
at $9.8 billion, down $2.3 billion from that 
reported during the comparable period in fiscal 
year 1986-87. Net borrowing in the first half of 
1987-88 amounted to $7.9 billion, while cash 
balances were reduced by $1.9 billion to stand at 
$2.7 billion at the end of September 1987. 


Budgetary Expenditures: 
1986-87 and 1987-88 


April to September Year-Over-Year Growth 


per cent change 
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The information in this Monitor is based on preliminary financial statements for the month ending September 30, 
1987. For further information contact: L.A. Langlois 996-7397 or P. DeVries 992-5977. Cet imprimé est également 


offert en francais. 
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Highlights of Financial Results for April - December 1987 


e In the first nine months of fiscal year 1987-88, the federal deficit, at $17.7 billion, was 
$2.9 billion lower than in the corresponding period in 1986-87. 


¢ Accompanying the strong economic performance in 1987, particularly the robust advances 
in employment and profits, revenues increased by 10.5 per cent on a year-over-year basis. 


e Total spending was up 4.4 per cent on a year-over-year basis, with program spending 
increasing 4.3 per cent and public debt charges increasing 4.8 per cent. 


e The increase in program spending continued to be influenced by large increases in spending 
under various agricultural assistance programs, particularly the Special Canadian Grains 
Program and the Western Grain Stabilization Program. 


Summary 


In the first nine months of fiscal year 1987-88 
(April to December), the budgetary deficit was 
$17.7 billion, down $2.9 billion from the level 
registered in the first three quarters of 1986-87. 
This year-over-year improvement in the deficit 
reflects the strength in the Canadian economy in 
1987, which has resulted in increased budgetary 
revenues and has continued to moderate the 
growth in budgetary expenditures. As well, the 
deficit, on a year-over-year basis, continued to 
be influenced by the timing of various receipts 
and payments, especially in the areas of public 
debt charges and major transfer payments, and 
the ongoing impacts of actions taken to control 
expenditures. 


Non-budgetary transactions, in the first three 
quarters of 1987-88, provided the government 
with a net source of funds amounting to 

$1.3 billion, compared to $2.9 billion in the 
same period of 1986-1987. Financial 
requirements, excluding foreign exchange 
transactions, were $16.4 billion, down 

$1.3 billion on a year-over-year basis. Foreign 
exchange transactions gave rise to a net source 
of funds amounting to $0.5 billion in the first 
nine months of 1987-88, whereas in the 
comparable period in 1986-87 there was a net 


requirement of $0.6 billion. Thus, total financial 
requirements, including foreign exchange 
requirements, stood at $15.9 billion, down 

$2.3 billion from the level recorded in the same 
period of 1986-87. 


Federal Deficit 
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Table 1 


Summary Statement of Transactions 


April to December 


Per cent 
1986-87 1987-88 change 
(millions of dollars) 
A. Budgetary transactions 
1. Revenues 62,095 68,641 10.5 
2. Expenditures 82,677 86,309 4.4 
See Detrert — 20,582 — 17,668 — 14.2 
B. Non-budgetary transactions 
4. Loans, investments and advances 630 174 
5. Specified purpose accounts 4,945 Sol 
6. Other transactions — 2,667 — 4,494 
7. Net source (+) or requirement (—) 2,908 L257 
C. Financial requirements (excluding 
foreign exchange transactions) — 17,674 — 16,411 
D. Foreign exchange transactions: 
net source (+) or requirement (— ) — 553 471 
E. Total financial requirements — 18,227, — 15,940 
F. Unmatured debt transactions 16,994 14,466 
G. Cash balance at end of period Boul Balas 
Table 2 
Budgetary Revenues and Expenditures 
April to December 
Per cent 
1986-87 1987-88 change 
(millions of dollars) 
A. Budgetary revenues 
1. Personal income tax Sale 31,917 N35 
2. Corporate income tax Daeie 6,921 18.6 
3. Unemployment insurance contributions 7,190 7,623 6.0 
4. Sales and excise taxes/duties 15,743 16,744 6.4 
5. Other revenues 5,204 5,436 4.5 
6. Total budgetary revenues 62,095 68,641 10.5 
B. Budgetary expenditures 
1. Statutory programs 
- Old age security benefits 10,047 10,680 6.3 
- Unemployment insurance benefits 7,339 7,190 —2.0 
- Established Programs Financing* 6,708 6,560 = sh) 
— Fiscal transfers % 4,736 5,265 P2 
- Canada Assistance Plan 3,044 3,269 7.4 
— Family allowances 1,895 1,916 I 
— Other 4,156 5,031 Zire 
— Total statutory programs 39925 39,911 Sp 
2. Non-statutory programs é 
-— Defence 6,555 6,606 0.8 
— Other 17,780 18,403 Be 
- Total non-statutory programs 24,335 25,009 2.8 
3. Total program expenditures 62,260 64,920 4.3 
4. Public debt charges 20,417 21,389 4.8 
5. Total budgetary expenditures SEO 86,309 4.4 


* Cash portion only. Including the tax portion, total entitlements are expected to grow by 5 per cent. 
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Budgetary Revenues 


Strong advances in personal and corporate 
income tax receipts, along with the inclusion of 
the proceeds from the sale of Teleglobe Canada, 
underlie the growth in budgetary revenues 
during the first nine months of 1987-88. The 
robust year-over-year increases 1n personal and 
corporate income tax collections reflect, in large 
measure, the strength in economic activity in 
1987, particularly the significantly higher levels 
of employment and corporate profits. The year- 
over-year growth in personal income tax 
collections was also affected by the first 
prepayment of a portion of the refundable child 
tax credit in November 1986, which had 
dampened collections in 1986-87. Significantly 
higher employment levels, coupled with an 
increase in maximum insurable earnings, 
underlie the strength in unemployment insurance 
contributions. 


Sales and excise tax receipts were up 6.4 per cent 
over the same period in 1986-87. The impact of 
strong growth in consumer and business 
expenditures on sales and excise tax collections 
was dampened, to a certain extent, by a number 
of discretionary actions. These actions included 
the final round of tariff rate reductions as 
specified under the 1979 Multilateral Trade 
Negotiations Agreement, the reductions in the 
quarterly indexation factor on the sales tax rate 
for gasoline and diesel fuel as well as the 
elimination of the Petroleum and Gas Revenue 
Tax, effective October 1986. The sale of 
Teleglobe Canada accounts for all of the 
year-over-year increase in the other revenue 
component, as the other elements within this 
component recorded a decline. 


Budgetary revenues collected over the April to 
December period are consistent with the 
February 1988 budget projection for the fiscal 
year as a whole. Differences in growth rates 
between the current year-to-date results and 
those for the year as a whole largely relate to 
timing considerations. For example, the April to 
December increase in personal income tax 
collections is somewhat less than that projected 
in the February 1988 budget for the fiscal year 
as a whole. This difference is due to the impact 
of accelerating the receipt of personal income 
tax deductions at source from large employers in 
the final quarter of 1987-88, which is expected 
to result in a One-time increase in revenues of 
$1.2 billion. This acceleration of source 


Budgetary Revenues: 
1986-87 and 1987-88 


April to December Year-Over-Year Growth 


per cent change 
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deductions impacts on large employers only and 
has no effect on an individual’s personal income 
tax liability. 


Budgetary Expenditures 


On a year-over-year basis, budgetary 
expenditures increased by 4.4 per cent over the 
first nine months of fiscal year 1987-88. Public 
debt charges increased by 4.8 per cent while 
program spending was up by 4.3 per cent, or 
$2.7 billion. Of the increase in program 
expenditures, nearly $1.6 billion was due to 
higher expenditures under the various 
agricultural assistance programs. 


Statutory programs are largely demand-driven, 
or formula-funded, with changes reflecting 
developments in economic activity and the 
underlying population bases. This component of 
government spending, which accounts for about 
two-thirds of total program spending, increased 
by 5.2 per cent in the first nine months of 
1987-88 compared to the same period in 
1986-87. The increase in old age security 
payments was due to increases in both the 
eligible population base and in the level of 
benefits, which are indexed to quarterly changes 
in the consumer price index. The impact on the 
equalization formula of strong increases in 
overall provincial revenues accounted for most 
of the increase in fiscal transfer payments. Final 
payments to farmers under the Western Grain 
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Budgetary Expenditures: 
1986-87 and 1987-88 


April to December Year-Over-Year Growth 


per cent change 
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Stabilization Act with respect to the 1986 crop 
year and increased payments to railways under 
the Western Grain Transportation Act account 
for the large advance in the “other” statutory 
program spending category. Unemployment 
insurance benefit payments were below those 
recorded in the previous fiscal year, reflecting 
the lower levels of unemployment. Although the 
total federal contribution to provinces under 
Established Programs Financing arrangements is 
up by about 5 per cent, direct cash payments to 
provinces declined on a year-over-year basis, as 
the impact of strong growth in income tax 
revenues resulted in higher transfers through the 
tax system. 


The payment to farmers in the first quarter of 
1987-88 under the Special Canadian Grains 
Program accounted for virtually all of the 
increase in non-statutory program spending in 
the first nine months of 1987-88. Spending on 
the remaining components of this category 
remained restrained largely due to the phasing- 
out of the Petroleum Incentive Program and the 
actions that the government has undertaken to 
control direct operating costs. 


Timing considerations account for the difference 
in growth rates between the year-to-date increase 
in budgetary expenditures and that projected for 
the fiscal year as a whole, as set out in the 
February 1988 budget. Payments of $1.1 billion 
under the second Special Canadian Grains 
Program were announced in December 1987, of 
which $800 million is to be paid in the final 
quarter of 1987-88. In addition, as announced in 
the February 1988 budget, approximately 

$250 million of expenditures originally targeted 
for 1988-89 will be brought forward into 
1987-88. Higher interest rates in the last half of 
1987 will continue to exert upward pressure on 
public debt charges. Payments under various 
native programs and foreign aid are also 
expected to pick up in the last quarter of the 
fiscal year. 


Financial Requirements 


Non-budgetary transactions in the first nine 
months of 1987-88 resulted in a net source of 
funds amounting to $1.3 billion, compared to 
$2.9 billion in the comparable period of 
1986-87. This lower source of funds was due to 
a number of factors, including lower loan 
repayments by the Farm Credit Corporation and 
the impact of lower interest rates on the interest 
and unmatured debt accounts. 


On a year-over-year basis, financial 
requirements, excluding foreign exchange 
transactions, declined by $1.3 billion to 

$16.4 billion during the first nine months of 
1987-88, as the improvement in the budgetary 
deficit of $2.9 billion more than offset the 
reduction in net funds from non-budgetary 
transactions. Foreign exchange transactions 
provided a net source of funds of $0.5 billion, 
compared to a net requirement of $0.6 billion in 
the first nine months of 1986-87. As a result, 
total financial requirements in the first nine 
months of 1987-88 stood at $15.9 billion, down 
$2.3 billion from that reported during the 
comparable period in fiscal year 1986-87. This 
was financed by net borrowing, primarily in the 
form of Canada Savings Bonds and other > 
marketable bonds, of $14.5 billion and a 

$1.5 billion drawdown in cash balances. 


The information in this Monitor is based on preliminary financial statements for the month ending December 31, 1987. 
For further information contact: L.A. Langlois 996-7397 or P. DeVries 996-7380. Cet imprimé est également offert 


en francais. 
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Highlights of Financial Results for April 1987 to March 1988 


e Full year fiscal results for 1987-88 will not be available until late summer, when 
supplementary period adjustments are fully incorporated. However, the results to date 
suggest that the deficit outcome for 1987-88 could be about $1 billion below the February 
1988 Budget deficit estimate a $29.3 billion and $2.3 billion below the outcome for 


1986-87. 


e This continuing improvement in the federal deficit, for the third consecutive year, reflects 
the strength in the Canadian economy and the impact of fiscal and management initiatives 


introduced in past budgets. 


e Over the fiscal year ended March 1988, the federal deficit, prior to supplementary period 
adjustments, was $24.3 billion, $3.1 billion lower than in the corresponding period in 
1986-87. Financial requirements (excluding foreign exchange transactions) are estimated at 
$18.0 billion for the year as a whole, down $3.6 billion compared to the corresponding 


period in 1986-87. 


Summary 


Although this Monitor contains financial data 
for the period April 1987 to March 1988, full 
year results for fiscal year 1987-88 will not be 
available until late summer. Still to be 
determined are the “end-of-year”? accounting 
adjustments recorded in the “supplementary 
period”. These adjustments primarily affect 
budgetary expenditures since, consistent with the 
government’s accounting principles, goods 
received or services rendered prior to the end of 
March but for which no payment has yet been 
made are reflected in the ‘‘supplementary 
period”. Some adjustments are also made to 
budgetary revenues primarily to reflect cash in 
transit at year-end. As a result, the deficit 
outcome recorded to the end of March is 
usually adjusted upwards by a significant 
amount once the “supplementary period” 
adjustments are incorporated. Financial 


| requirements, however, are largely unaffected by 


' these supplementary period adjustments as the 
' deficit impact is primarily offset by 

| corresponding adjustments in non-budgetary 

| transactions. 


Federal Deficit a AG r i 
1986-87 and 1987-88 : aN 
Year to Date , 


billions of dollars 


[] 1986-87 
BH 1987-388 


Apt. Apr. Apt. Apr. Fiscal 
to to to to Year 
June Sept. Dec. March 


Canada 


The Fiscal Monitor 


Table 1 
Summary Statement of Transactions 


April to March) 


Per cent 
1986-87 1987-88 change 
(millions of dollars) 
A. Budgetary transactions 
1. Revenues 84,533 95,870 13.4 
2. Expenditures 111,934 120,150 Hes 
3. Deficit — 27,401 — 24,280 —11.4 
B. Non-budgetary transactions 
4. Loans, investments and advances 1,063 298 
5. Specified purpose accounts 6,085 7,064 
6. Other transactions — 1,307 — 1,045 
7. Net source (+ )/requirement(—) 5,841 6,317 
C. Financial requirements (excluding 
foreign exchange transactions) — 21,560 — 17,963 
D. Foreign exchange transactions: 
net source (+ )/requirement (— ) — 6,320 —7,124 
E. Total financial requirements — 27,880 — 25,087 
F. Unmatured debt transactions 27,828 PUD) pag 
G. Cash balance at end of period 4,692 1,764 
Table 2 
Budgetary Revenues and Expenditures 
April to March) 
Per cent 
1986-87 1987-88 change 
(millions of dollars) 
A. Budgetary revenues 
1. Personal income tax 37,613 45,085) 19.9 
2. Corporate income tax 9,631 10,425 Sa? 
3. Unemployment insurance contributions 9,567 10,4062) 8.8 
4. Sales and excise taxes/duties 20,635 22-02 Wall 
5. Other revenues 7,087 7,852 10.8 
6. Total budgetary revenues 84,533 95,870 13.4 
B. Budgetary expenditures 
1. Statutory programs 
— Old age security benefits 13,445 14,349 6.7 
— Unemployment insurance benefits OSS HZ. 10,540 0.3 
- Established programs financing) 8,767 8,800 0.4 
— Fiscal transfers 6,904 7,744 NP? 
— Canada Assistance Plan 4,001 4,184 4.6 
- Family allowances 2,534 2,565 12, 
~ Other) 5,180 6,140 iIe}.5) 
— Total statutory programs 51,343 54,322 5.8 
2. Non-statutory programs 
— Defence 8,931 9,832 10.1 
- Official Development Assistance®) 1,999 Donel 13.8 
— Special Canadian Grains programs 296 1,490 403.4 
— Other 22,764 23,480 35 
— Total non-statutory programs 33,990 _ 37,076 9.1 
3. Total program expenditures )o).3)338) 91,398 Tel 
4. Public debt charges , 26,601 28,752 8.1 
5. Total budgetary expenditures 111,934 120,150 Wes 


1. Does not include supplementary period adjustments. Full fiscal year results will be available in late summer. 

. Includes impact of the acceleration of the remittance of source deductions from larger employers, which is estimated at $1.2 billion or about 20 per cent of the year-over- 
year increase in personal income tax revenues. This initiative had an impact on large employers only and had no effect on an individual’s personal income tax liability. 

3. Cash portion only. Including tax portion, total entitlements are expected to grow at an annual rate of 5 per cent. 

. Includes payments under the Western Grain Stabilization Act and Western Grain Transportation Act. 

. Budgetary cash portion only. 
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Over the period April 1987 to March 1988, the 
budgetary deficit was $24.3 billion, down 

$3.1 billion from the level registered in the 
corresponding period of 1986-87. The final 
deficit outcome for 1987-88 is expected to be 
about $1 billion lower than estimated in the 
February 1988 Budget. 


The year-over-year improvement in the deficit to 
date continues to reflect, in large part, the 
strength in the Canadian economy and the 
impact of certain cash management initiatives 
introduced in previous budgets, which have 
resulted in increased revenues and have 
moderated the growth in certain expenditure 
components. However, offsetting some of the 
impact of these developments on the deficit has 
been the continuing adverse effect of low grain 
prices on farm incomes, which has resulted 

in increased payments under the various 

farm income stabilization programs and 
additional assistance under the Special Canadian 
Grains programs. 


Total financial requirements, including foreign 
exchange requirements stood at $25.1 billion, 
down $2.8 billion from the level recorded in the 
same period of 1986-87. 


Budgetary Revenues 


The strength in economic activity throughout 
fiscal year 1987-88 along with the inclusion of 
the proceeds from the sale of Teleglobe Canada, 
the impact of accelerating the receipt of 
personal income tax deductions from large 
employers and the timing of personal income 
tax refund cheques, underlies the growth in 
budgetary revenues. 


The most important source of budgetary 
revenues, the personal income tax, accounted for 
about two-thirds of the year-over-year increase in 
total revenues. The increase in personal income 
tax collections reflected, in large part, the strong 
advances in employment and the impact of the 
source acceleration initiative. In addition, 
personal income tax refunds to the end of 
March 1988 were lower than in the comparable 
period in the previous fiscal year. 


Although corporate profits were estimated to 
have increased by about 25 per cent in 1987, the 
application of unused losses and deductions 
restrained the growth in collections to just over 


8 per cent on a year-over-year basis. Sales and 
excise tax receipts were up 7.1 per cent over the 
same period in 1986-87. The impact of strong 
growth in consumer and business expenditures 
on sales and excise tax collections was 
dampened, to a certain extent, by a number of 
discretionary actions. These actions included the 
final round of tariff rate reductions as specified 
under the 1979 Multilateral Trade Negotiations 
Agreement and the reductions in the quarterly 
indexation factor on the sales tax rate for 
gasoline and diesel fuel, as well as the 
elimination of the Petroleum and Gas Revenue 
Tax, effective October 1986. 


Budgetary Revenues: 
1986-87 and 1987-88 


April to March Year-Over-Year Growth 


per cent change 


[) 1986-87 
[1987-88 


Personal 
income tax 


Corporate Other 
income 
tax 


The strength in revenues in the month of March, 
due to the continuing strength in the economy 
and to the lower level of income tax refunds, 
should result in higher budgetary revenues for 
the fiscal year as a whole relative to the level 
estimated in the February 1988 Budget. 


Budgetary Expenditures 


On a year-over-year basis, budgetary 
expenditures were up $8.2 billion, with most of 
the increase due to higher public debt charges 
and increased spending in certain key priority 
areas, such as old age security benefits, fiscal 
transfers to provinces, defence, foreign aid and 
assistance to grain farmers. 


The Fiscal Monitor 


Budgetary Expenditures: 
1986-87 and 1987-88 


April to March Year-Over-Year Growth 


per cent change 


[ 1986-87 NORE 


ei 1987-88 statutory 
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Statutory 
programs 


Statutory program spending, which accounts for 
about sixty per cent of program spending, is 
largely demand-driven or formula-funded, with 
changes reflecting developments in economic 
activity and the underlying population bases. 
The year-over-year increase to date was primarily 
concentrated in three areas: assistance to grain 
farmers, old age security benefits and transfers 
to provinces. Final payments to farmers under 
the Western Grain Stabilization Act with respect 
to the 1986 crop year and increased payments to 
railways under the Western Grain Transportation 
Act accounted for the large advance in the 
“other” statutory program spending category. 
The increase in old age security payments was 
due to increases in both the eligible population 
base and in the level of benefits, which are 
indexed quarterly to changes in the consumer 
price index. The impact on the equalization 
formula of robust increases in overall provincial 
revenues accounted for most of the increase in 
fiscal transfer payments. In contrast, the 
strength in the economy has restrained the 
growth in unemployment insurance benefits and 
by increasing the tax bases and thereby the value 
of tax points, has moderated the growth in 


direct cash transfers under Established 
Programs Financing. 


Payments to farmers under the 1986 and 1987 
Special Canadian Grains programs, coupled with 
increased spending on defence and foreign 
assistance, accounted for three-fourths of the 
growth in non-statutory program spending. The 
increase in defence spending was in keeping with 
the government’s commitment to increase 
defence spending by 2 per cent per year in real 
terms, while the advance in Official 
Development Assistance reflected Canada’s 
commitment to maintain such contributions at 
0.5 per cent of GNP. Spending on the “other” 
non-statutory programs increased by only 3.1 per 
cent on a year-over-year basis, about one full 
percentage point below the increase in inflation. 
The restraint in this area of spending reflects the 
phasing-out and reduction of various 
government expenditure programs and the 
actions that the government has undertaken to 
control direct operating costs. 


Financial Requirements 


Non-budgetary transactions in the April 1987 to 
March 1988 period resulted in a net source of 
funds amounting to $6.3 billion, compared to 
$5.8 billion in the comparable period of 1986-87. 


With a deficit of $24.3 billion and a net source 
of funds from non-budgetary transactions of 
$6.3 billion, financial requirements, excluding 
foreign exchange transactions, amounted to 
$18.0 billion in 1987-88, down $3.6 billion from 
the requirement in 1986-87. 


Foreign exchange transactions resulted in a net 
requirement of $7.1 billion in 1987-88 resulting 
from intervention in the exchange markets to 
ensure orderly market conditions by dampening 
movements in the exchange rate. Total financial 
requirements, therefore, amounted to 

$25.1 billion in 1987-88, down $2.8 billion from 
that recorded in 1986-87. The 1987-88 
requirement was financed by net borrowing of 
$22.2 billion, primarily in the form of Canada 
Savings Bonds and other marketable bonds, and 
a $2.9 billion drawdown in cash balances. 


The information in this Monitor is based on preliminary financial statements for the year ended March 31, 1987. 
For further information contact: L.A. Langlois 996-7397 or P. DeVries 996-7380. Cet imprimé est également offert 


en frangais. 
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Highlights of the Preliminary Financial Results for 1987-88 


e The federal deficit declined by $2.5 billion to $28.1 billion in 1987-88, marking the 
third consecutive year in which the deficit has recorded a significant decline. Since the 
peak of $38.3 billion in 1984-85, the deficit has declined by $10.2 billion. 


e As a percentage of gross domestic product (GDP), the deficit has declined by 
3.5 percentage points since 1984-85. 


e The preliminary deficit outcome for 1987-88 represents an improvement of $1.2 billion 
from that projected at the time of the February 1988 budget. 


Summary 


Preliminary financial results indicate that the 
federal government’s budgetary deficit for the 
fiscal year ending March 31, 1988 was 

$28.1 billion, down $2.5 billion from the level 
registered in 1986-87 and $10.2 billion below ree 
the record level of $38.3 billion in 1984-85. Deficit in the 1980s 
This is the first time in the postwar period Rilione of dollars 

that the deficit has declined for three 
consecutive years. As a percentage of GDP, 
the deficit has declined from the postwar 
peak of 8.6 per cent registered in 1984-85 to 
5.1 per cent in 1987-88, a decline of 

3.5 percentage points. 


The deficit outcome for 1987-88 is $1.2 billion 
_ lower than that projected at the time of the 
February 1988 budget. This improvement is 
related to higher budgetary revenues, resulting 
_ from the stronger-than-expected performance 
_ of the Canadian economy and the timing of 
| personal income tax refunds. Total budgetary 5 
_ expenditures came in broadly on target. 1981-82 1983-84 1985-86 1987-88 
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Table 1 
Preliminary Fiscal Outcome for 1987-88 
1984-85 1985-86 1986-87 1987-88 
(billions of dollars) 
A. Budgetary transactions 
1. Revenues 70.9 76.8 85.8 97.5 
2. Expenditures 109.2 Ue 116.4 IPSS 
3. Deficit — 38.3 — 34.4 — 30.6 — 28.1 
B. Non-budgetary transactions 
4. Loans, investments and advances 0.7 0 1.4 LS 
5. Specified purpose accounts 50 5.4 6.7 Tes 
6. Other transactions Dod —1.3 1.0 0.9 
7. Net source(+ )/requirement(— ) 4.1 9.0 a9 
C. Financial requirements (excluding 
foreign exchange transactions) —2958 — 30.3 —21.6 — 18.2 
D. Foreign exchange transactions: 
net source( + )/requirement(— ) 2.4 5.6 — 6.4 —7.1 
E. Total financial requirements — 27.4 — 24.7 — 28.0 — 25.3 
F. Unmatured debt transactions 26.8 235) 27.8 22D 
G. Cash balance at end of period 9 4.7 4.6 5 
Table 
Preliminary Fiscal Outcome for 1987-88 - Budgetary Revenues and Expenditures 
Annual 
average change 
Year-over-year change 1984-85 to 
1984-85 1985-86 1986-87 1987-88 1985-86 1986-87 1987-88 1987-88 
(millions of dollars) (per cent) 
A. Budgetary revenues 
1. Personal income tax 29254 933,008 ST. Oma low) 12.8 14.8 19.1 153.5) 
2. Corporate income tax 9,379 9,210 9,885 10,878 —1.8 Uxa) 10.0 5.1 
3. Unemployment insurance contributions Tdo8 8,719 9,558 10,4260) 15.4 9.6 9.1 oles 
4. Sales and excise taxes/duties I8,177- 93491 21049) 22947 Vad 8.0 9.0 8.1 
5. Other revenues 6,528 6,402 UMS 8,083 —1.9 15.8 9.0 7.6 
6. Total budgetary revenues 70,891 76,830 85,785 97,459 8.4 fale 13.6 iL 2 
B. Budgetary expenditures 
1. Statutory programs 
- Old age security benefits 11,418" 125525 13,445 145349 9.7 U3 6.7 eo 
- Unemployment insurance benefits 10,052 10,036 10,444 10,487 —0.2 4.1 0.4 1.4 
- Established Programs Financing?) 8,595 8,677 8,839 8,800 1.0 1.9 —0.4 0.8 
— Fiscal transfers 6,492 6,525 6,928 TV GES 0.5 On2 11.8 6.1 
— Canada Assistance Plan 3,745 3,916 4,051 4,246 4.6 3.4 4.8 4.3 
- Family allowances 2,418 piel 0) | 2,534 2,565 3.4 l,33 be? 2.0 
— Other() 5,300 S75 5,959 6,914 7.8 4.3 16.0 9.3 
- Total statutory programs 48,020 49,895 52,200 55,105 3.9 4.6 5.6 4.7 
2. Non-statutory programs 
- Defence 8,762 9,094 9,993 10,772 3.8 9.9 7.8 We) 
- Official Development Assistance(4) 2,089 1,814 Det 2,489 — 13.2 24.4 10.3 6.0 
— Other 27,889 24,990 25,282 28,200 — 10.4 ee lS 0.4 
- Total non-statutory programs 38,740 35,898 37,532 41,461 =1.3 4.6 10.5 Deo 
3. Total program expenditures 86,760 85,793 89,732 96,566 —1.1 4.6 EO 3.6 
4. Public debt charges | 22,455 25,441 26,658 28,976 13.3) 4.8 8.7 8.9 
5. Total budgetary expenditures HODL2MS U2 34 SSG SSO mS 542 1.8 4.6 7.9 4.8 


1. Includes impact of the acceleration of the remittance of source deductions from large employers, which is estimated at $1.2 billion or 
about 20 per cent of the year-over-year increase in personal income tax revenues. This initiative had an impact on large employers only 


and had no impact on an individual’s personal income tax liability. 
2. Cash portion only. Including tax portion, total entitlements are expected to grow at an annual rate of 5 per cent. 
3. Includes payments under the Western Grain Stabilization Act and Western Grain Transportation Act. 


4. Budgetary cash portion only. 
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Deficit in the 1980s 


Percentage of Gross Domestic Product 


i) 


1981-82 1984-85 1987-88 


Non-budgetary transactions provided the 
government with a net source of funds 
amounting to $9.9 billion in 1987-88. Thus, 
financial requirements, excluding foreign 
exchange transactions, were $18.2 billion, 
down $3.4 billion from the level in 1986-87. 


Budgetary Revenues 


Over the period 1984-85 to 1987-88, budgetary 
revenues increased by $26.6 billion. The 
continuing strength in economic activity 
throughout fiscal year 1987-88, together with 
the proceeds from the sale of Teleglobe 
Canada, the impact of the source acceleration 
initiative and the timing of personal income 
tax refund cheques, underlies the growth in 
budgetary revenues. 


The largest component of budgetary revenues, 
personal income taxes, accounted for about 
60 per cent of the year-over-year increase in 
total revenues. Strong advances in 
employment, together with the impact of the 
source acceleration initiative and a slower 
pace of income tax refunds, were the most 
important factors contributing to the growth 
in personal income tax revenues. Despite the 


strong advance in corporate profits, the 
application of unused losses and deductions 
restrained the growth in corporate income tax 
collections. 


Strong consumption expenditures were the 
major factor contributing to the growth in 
sales and excise tax revenues. This was offset 
somewhat by the effect of tariff rate 
reductions as specified under the 1979 
Multilateral Trade Negotiations Agreement, 
together with the reductions in the quarterly 
indexation factor on the sales tax rate for 
gasoline and diesel fuel and the elimination of 
the Petroleum and Gas Revenue Tax. The 
increase in unemployment insurance 
contributions largely reflects the increase in 
employment as premium contribution rates 
for 1987 remained at their 1986 levels. The 
sale of Teleglobe Canada accounted for most 
of the increase in other revenues. 


Budgetary Expenditures 


Over the period 1984-85 to 1987-88, budgetary 
expenditures increased at an annual average 
rate of 4.8 per cent. This rate of change is 
substantially less than the growth in nominal 
GDP over this period and only marginally 
above the increase in prices, as measured by 
the consumer price index. As a percentage of 
GDP, budgetary expenditures have declined by 
1.8 percentage points in 1987-88, from 

24.6 per cent in 1984-85 to 22.8 per cent 

in 1987-88. 


Budgetary expenditures advanced by 7.9 per 
cent in 1987-88. Most of the increase in the 
rate of growth in 1987-88 was attributable to 
higher average effective interest rates on 
public debt charges and to increased assistance 
to grain farmers. 


The advance of 5.6 per cent in statutory 
program spending, which for the most part is 
demand-driven or formula-funded, largely 
reflects developments in economic activity and 
in the underlying population bases. The year- 
over-year increase was primarily concentrated 
in three areas: assistance to grain farmers 
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under the Western Grain Stabilization Act; old 
age security benefits, which are indexed to 
quarterly changes in the consumer price 
index; and fiscal transfer payments to 
provinces. The impact on the equalization 
formula of robust growth in overall provincial 
revenues accounted for most of the increase in 
fiscal transfer payments. In contrast, the 
strength in the economy restrained the growth 
in unemployment insurance benefits and, by 
increasing the tax bases and thereby the value 
of the tax points, has moderated the growth 
in direct cash transfers under Established 
Programs Financing. 


Budgetary Expenditures 


Percentage of Gross Domestic Product 


1981-82 1984-85 1987-88 


Payments to grain farmers under the 1986 and 
1987 Special Canadian Grains programs, 
coupled with increased spending on defence 
and foreign assistance, accounted for most of 
the increase in non-statutory program 
spending. The increase in defence spending 


was in keeping with the government’s 
commitment to increase defence spending by 
2 per cent per year in real terms, while the 
advance in Official Development Assistance 
reflects Canada’s commitment to maintain 
such contributions at 0.5 per cent of gross 
national product. Despite the increased 
assistance to grain farmers, the level of 
spending on other non-statutory programs is 
only marginally higher than that reported in 
1984-85 implying that, in real terms, 
expenditures in this component of program 
spending have declined by more than 10 per 
cent over the last three years. The restraint in 
this area of government spending reflects the 
elimination and reduction of various 
expenditure programs and the actions that the 
government has taken to control direct 
operating costs. 


Financial Requirements 


With a deficit of $28.1 billion and a net 
source of funds from non-budgetary 
transactions amounting to $9.9 billion, total 
financial requirements, excluding foreign 
exchange transactions, amounted to 

$18.2 billion, compared to $21.6 billion in 
1986-87. Foreign exchange transactions 
resulted in a net requirement of $7.1 billion as 
the Bank of Canada intervened in the 
exchange markets to ensure orderly market 
conditions by dampening excessive movements 
in the exchange rate. 


Total financial requirements, therefore, stood 
at $25.3 billion. Net borrowings, primarily in 
the form of marketable bonds and Canada 
Savings Bonds, amounted to $22.2 billion. 
Cash balances at the end of March 1988 were 
$1.5 billion, down $3.1 billion from the level 
reported at the end of 1986-87. 


The information in this Monitor is based on preliminary financial statements for the year ended March 31, 1988. 
For further information contact: L.A. Langlois 996-7397 or P. DeVries 996-7380. Cet imprimé est également offert 
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Highlights of Financial Results for April 1988 to June 1988 


e In the first quarter of fiscal year 1988-89 (April to June), the federal deficit amounted to 
$5.9 billion, $1.2 billion lower than that recorded in the corresponding period of 1987-88. 


¢ The improvement in the year-over-year deficit was attributable to the continued strength in 
economic performance and discretionary actions introduced in past budgets. 


e Revenues were up 10.4 per cent, while budgetary expenditures advanced by 3.7 per cent. 


Summary 


In the first quarter of 1988-89 (April to June), 
the budgetary deficit was $5.9 billion, down 
$1.2 billion from the level registered in the first 
quarter of 1987-88. The year-over-year 
improvement in the deficit continued to reflect 
the strength in the Canadian economy and the 
impact of certain discretionary actions 
introduced in previous budgets. These initiatives, 
which include among others the acceleration of 
sales and excise tax remittances and limitations 
on inflation adjustment, have resulted in © 
increased revenues and have moderated the 
growth in certain expenditure components. The 
deficit, on a year-over-year basis, was also 
influenced by the timing of various receipts and 
payments. Offsetting some of the impact of 
these positive developments on the deficit was 
an increase in public debt charges. 


Non-budgetary transactions resulted in a net 
source of funds amounting to $0.6 billion, with 
the result that financial requirements, excluding 
foreign exchange transactions, were $5.3 billion, 
down $2.4 billion on a year-over-year basis. 
Foreign exchange transactions gave rise to a net 
requirement of $3.1 billion, in sharp contrast to 
a net source of $1.5 billion recorded in the first 
quarter of 1987-88. Thus, total financial 


requirements, including foreign exchange 
requirements, stood at $8.4 billion, up 

$2.2 billion from the level recorded in the same 
period of 1987-88. Lm 


Federal Deficit 
1987-88 and 1988-89 
Year to Date 


billions of dollars 


I) 1987-88 
Hi 1988-89 


Apr. Apr. Apt. Apt. Fiscal 
to to to to year 
June Sept. Dec: March 


a 
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Table 1 


Summary Statement of Transactions 


April to June 


Per cent 
1987-88 1988-89 change 
(millions of dollars) 
A. Budgetary transactions 
1. Revenues Ps M25 PIB ROT 10.4 
2. Expenditures 28,223 29,262 Bell 
3. Deficit — 7,098 — 5,935 — 16.4 
B. Non-budgetary transactions 
4. Loans, investments and advances 49 — 465 
5. Specified purpose accounts 1,320 1,958 
6. Other transactions — 1,998 — 849 
7. Net source (+) or requirement (—) — 629 644 
C. Financial requirements (excluding 
foreign exchange transactions) —7,727 — 5,291 
D. Foreign exchange transactions: 
net source (+) or requirement (—) 1,540 — 3,094 
E. Total financial requirements — 6,187 — 8,385 
F. Unmatured debt transactions 2,370 9,397 
G. Cash balance at end of period 802 2,546 
Table 2 
Budgetary Revenues and Expenditures 
April to June 
Per cent 
1987-88 1988-89 change 
(millions of dollars) 
A. Budgetary revenues 
1. Personal income tax ra} 10,818 10.7 
2. Corporate income tax 2,073 1,974 —4.8 
3. Unemployment insurance contributions 2,440 2,659 9.0 
4. Sales and excise taxes/duties 4,887 6,363 30.2) 
5. Other revenues 1,952 153 —22.5 
‘6. Total budgetary revenues DOS PSone 10.4 
B. Budgetary expenditures 
1. Statutory programs 
- Old age security benefits 3,484 3,696 6.1 
- Unemployment insurance benefits 2,567 2,800 Ort 
-— Established Programs Financing 2,201 2,386 8.4 
— Fiscal transfers 1,713 1,974 a2 
— Canada Assistance Plan Vel62) 1,230 5.9 
— Family allowances 637 670 522 
- Other 1,986 1,870 —5.8 
- Total statutory programs 13,750 14,626 6.4 
2. Non-statutory programs 
- Defence 1,806 1,769 —2.0 
-— Official Development Assistance 334 345 3558) 
— Other 5,259 4,715 — 10.3 
— Total non-statutory programs 7,399 6,829 —7.7 
3. Total program expenditures 21,149 DIEASS 1.4 
4. Public debt charges 7,074 7,807 10.4 
5. Total budgetary expenditures 28,223 29,262 3). 9) 


1. Includes impact of acceleration of sales and excise tax remittances, which is estimated at $1.1 billion, accounting for about 75 per cent of the year- 
over-year increase in sales and excise tax revenues. This measure impacts on companies only and has no direct effect on consumers. 
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While the first quarter results for the 1988-89 
budgetary deficit are encouraging, simple 
extrapolation of one quarter’s performance can 
give a misleading impression of the likely 
outcome for the fiscal year as a whole. 
Quarterly figures exhibit wide fluctuations given 
the uneven timing of certain payments and 
receipts and the effective dates of policy 
measures. 


Budgetary Revenues 


A strong advance in sales and excise tax 
revenues, along with increases in personal 
income tax receipts and unemployment 
insurance contributions, underlie the growth in 
budgetary revenues during the first quarter of 
1988-89. Most of the year-over-year increase in 
sales and excise tax revenues was due to the 
acceleration of remittances from large firms. 
This measure, which was largely introduced to 
assist with deficit management during the 
implementation and transition of the first phase 
of tax reform, has an impact on companies’ 
cash flow only, and has no direct effect on 
consumers. The extension of the federal sales 
tax to telecommunication services, together with 
continued strength in consumer and business 
expenditures, also contributed to the growth in 
sales and excise tax revenues. 


The increase in personal income tax collections 
and unemployment insurance contributions 
reflect, in large part, the strong advances in 
employment, which have accompanied the 
continued strength in economic activity in the 
first half of 1988. The year-over-year increase in 
personal income tax collections in the first 
quarter of 1988-89 would have been greater had 
it not been for higher personal income tax 
refunds, which were about $1 billion more than 
in the same period in 1987-88. 


The decline in corporate tax collections was 
related to the application of unused losses and 
deductions which resulted in large refunds in the 
first quarter of 1988-89. The inclusion of the 
proceeds from the sale of Teleglobe Canada in 
the first quarter of 1987-88 explains the year- 
over-year decline in the other revenue category. 


Over the remaining quarters of the fiscal year, 


_ the year-over-year growth in budgetary revenues 


Budgetary Revenues: 
1987-88 and 1988-89 


April to June Year-Over-Year Growth 
per cent change 


25 


Corporate 
income 
tax 


Personal 
income 
tax 


[J 1987-88 
1988-89 


is expected to slow, due largely to the measures 
affecting personal income taxes under stage one 
of tax reform. Although most of these measures 
are effective January 1, 1988, withholding tables 
were not changed until July 1, 1988. As the net 
impact of the measures was designed to reduce 
overall personal income taxes, the growth in 
collections is expected to be restrained during 
the rest of the fiscal year, reflecting both the 
adjustments to the withholding tables and larger 
refund payments in the final quarter of the 
fiscal year. In addition, the first quarter results 
were affected by the one-time acceleration of 
sales and excise tax remittances. 


Budgetary Expenditures 


On a year-over-year basis, budgetary 
expenditures were up 3.7 per cent, with most of 
the increase due to higher public debt charges. 
Public debt charges, the largest single 
component of budgetary expenditures, advanced 
10.4 per cent in the first quarter of 1988-89, due 
to the impact of higher interest rates and 
increases in unmatured debt. 


In contrast, program spending, that is, total 
budgetary expenditures excluding public debt 
charges, advanced by only 1.4 per cent on a 
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Budgetary Expenditures: 
1987-88 and 1988-89 


April to June Year-Over-Year Growth 


er cent change 
15 p g 


: Non-statutory 
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charges 


Statutory 
programs 


[9 1987-88 
BB 1988-89 


year-over-year basis, with the timing of various 
payments accounting for most of the slowdown 
in the rate of growth. 


All of the year-over-year increase in program 
spending was concentrated in statutory 
programs. Statutory program spending, which 
accounts for about 60 per cent of program 
spending, is largely demand-driven or formula- 
funded, with changes reflecting developments in 
economic activity and the underlying population 
bases. The increase in old age security payments 
was due to increases in both the eligible 
population base and in the level of benefits, 
which are indexed quarterly to changes in the 
consumer price index. Although the level of 
unemployment in the first quarter of 1988-89 
was lower than that recorded in the comparable 
period in 1987-88, increases in average benefits 
resulted in higher unemployment insurance 
benefits. As the net impact of stage one of tax 
reform lowers the value of tax points, direct 
cash transfers under Established Programs 


Financing are correspondingly higher. The 
impact on the equalization formula of robust 
increases in overall provincial revenues accounted 
for most of the increase in fiscal transfer 
payments. 


Non-statutory program spending declined by 

7.7 per cent in the first quarter of 1988-89. The 
decline was largely due to the timing of 
payments, especially under the Special Canadian 
Grains programs, and the actions undertaken to 
control direct operating costs. Final payments to 
grain farmers with respect to the 1986 Special 
Canadian Grains Program were made in the first 
quarter of 1987-88, while final payments with 
respect to the 1987 Special Canadian Grains 
Program were not made until the second quarter 
of 1988-89. The timing of capital expenditures 
accounted for the decline in defence spending. 


Financial Requirements 


Non-budgetary transactions in the April to June 
1988 period resulted in a net source of funds 
amounting to $0.6 billion, compared to a net 
use of $0.6 billion in April-June 1987. 


As a result, financial requirements, excluding 
foreign exchange transactions, amounted to 

$5.3 billion in the first quarter of 1988-89, down 
$2.4 billion from the requirements recorded in 
the first quarter of 1987-88. 


However, foreign exchange transactions resulted 
in a net requirement of $3.1 billion in the first 
quarter of 1988-89, compared to a net source of 
$1.5 billion in the first quarter of 1987-88, 
largely reflecting operations in the foreign 
exchange markets to ensure orderly market 
conditions. Total financial requirements, 
therefore, amounted to $8.4 billion in the first 
quarter of 1988-89, up $2.2 billion from the 
level recorded in the same period in 1987-88. 
Unmatured debt transactions in April-June 1988 
amounted to $9.4 billion and cash balances at 
the end of June 1988 stood at $2.5 billion. 


The information in this Monitor is based on preliminary financial statements for the quarter ended June 30, 1988. For 
further information contact: L.A. Langlois 996-7397 or P. DeVries 996-7380. Cet imprimé est également offert 


en francais. 
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Summary 


In the first nine months of 1988-89 (April 

to December), the budgetary deficit was 

$17.7 billion, unchanged from the level registered 
in the first nine months of 1987-88. 


The strength in the economy through 1988 had a 
favourable impact on the underlying tax bases, 
thereby resulting in higher budgetary revenues 
than those expected at the time of the February 
1988 budget. However, the impact of higher 
interest rates on the servicing of the public debt 
has largely offset the additional revenues from 
the stronger economy. On balance, the deficit 
results for the first nine months indicate that the 
target for the year as a whole of $28.9 billion 
remains on track. 


_ Non-budgetary transactions resulted in a net 
requirement of $1.7 billion in the first nine 


months of 1988-89, as compared to a net source 
of $1.3 billion in the same period last year. This 


_ turnaround largely resulted from the maturing 


of the 1981 series of Canada Savings Bonds and 
_ the resulting encashment of accrued interest 


associated with these bonds. Financial require- 
ments, excluding foreign exchange transactions, 


_ therefore, amounted to $19.4 billion, up 
_ $3.0 billion on a year-over-year basis. Foreign 


February 1989 


pril 1988 to December 1988 


to D scember), the federal deficit 


exchange transactions gave rise to a net 
requirement of $2.6 billion, in sharp contrast to 
a net source of $0.5 billion recorded in the first 
nine months of 1987-88. Thus, total financial 
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Table | 


Summary Statement of Transactions 


A. Budgetary transactions 
1. Revenues 
2. Expenditures 


3. Deficit 


B. Non-budgetary transactions 
4. Loans, investments and advances 
5. Specified purpose accounts 
6. Other transactions 


7. Net source(+ )/requirement(— ) 


C. Financial requirements (excluding 
foreign exchange transactions) 


D. Foreign exchange transactions: 
net source(+ )/requirement(— ) 


Total financial requirements 


F. Unmatured debt transactions 
Cash balance at end of period 
Table 2 


Budgetary Revenues and Expenditures 


A. Budgetary revenues 

. Personal income tax 

. Corporate income tax 

. Unemployment insurance contributions 
. Sales and excise taxes/duties 

. Other revenues 


. Total budgetary revenues 


udgetary expenditures 

. Statutory programs 

— Old age security benefits 

— Unemployment insurance benefits 
- Established Programs Financing 
— Fiscal transfers 

— Canada Assistance Plan 

- Family allowances 

— Other 


- Total statutory programs 


=m aA VsAWDN=— 


2. Non-statutory programs 
-— Defence 
- Official Development Assistance 
— Other 


- Total non-statutory programs 
3. Total program expenditures 
4. Public debt charges 


5. Total budgetary expenditures 


April to December 


Per cent 
1987-88 1988-89 change 
(millions of dollars) 
68,641 73,878 7.6 
86,309 91,593 6.1 
— 17,668 — 17,715 0.3 
174 — 274 
5507 4,703 
— 4,492 — 6,114 
1,259 1,685 
— 16,409 — 19,400 
471 — 2,564 
— 15,938 — 21,964 
14,464 23,590 
3,145 3,158 
April to December 
Per cent 
1987-88 1988-89 change 
(millions of dollars) 
3H OF) 34,088 6.8 
6,920 6,107 —11.7 
7,623 8,718 14.4 
16,745 19,557 16.8°)) 
5,436 5,408 —0.5 
68,641 73,878 7.6 
10,680 11,306 5.9 
7,190 7,419 32 
6,559 6,998 6.7 
5,264 6,265 19.0 
3,269 3,470 6.1 
Ons 1,947 led 
4,981 4,244 — 14.8 
39,858 41,649 4.5 
6,616 63/27 7 
1,558 1,679 7.8 
16,892 A225 2.0 
25,066 25-0311 2.3 
64,924 67,280 3. 
21,385 24,313 Sef 
86,309 91,593 6.1 


(1) Includes impact of acceleration of sales and excise tax remittances, which is estimated at $1.6 billion, accounting for over 50 per cent of the year- 


Over-year increase in sales and excise tax revenues. 
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requirements, including foreign exchange require- 
ments, stood at $22.0 billion, up $6.0 billion 
from the level recorded in the same period 

of 1987-88. 


Budgetary Revenues 


Budgetary revenues increased 7.6 per cent on a 
year-over-year basis. Advances in sales and excise 
tax revenues, personal income tax receipts and 
unemployment insurance contributions underlie 
this growth in budgetary revenues. Over one-half 
of the year-over-year increase in sales and excise 
tax revenues was due to the acceleration of 
remittances from large firms. This measure has 
an impact on companies’ cash flow only, and 
has no direct effect on consumers. The extension 
of the federal sales tax to telecommunication 
services, together with continued strength in 
consumer and business expenditures, also 
contributed to the growth in sales and excise 

tax revenues. 


The increases in personal income tax receipts 
and in unemployment insurance contributions 
reflected, in large part, the strong advances in 
employment and incomes, which accompanied 
the continued strength in economic activity in 
1988. However, the year-over-year increase in 
personal income tax collections has slowed 
considerably from that recorded in the first 
quarter of 1988-89. This slowdown was due to 
the measures affecting personal income taxes _ 
under stage one of tax reform. Although most 
of these measures were effective January 1, 1988, 
withholding tables were not changed until 

July 1, 1988. As the net impact of the measures 
was designed to reduce overall personal income 
taxes, personal income tax collections slowed 
considerably in the second and third quarters of 
1988-89 and should continue to do so over the 
remaining quarter of the current fiscal year. The 
payment of the $100 child tax credit supplement 
in November 1988 also restrained the year-over- 
year growth in personal income tax collections. 


The decline in corporate tax collections was 
related to the application of unused losses and 
deductions and to tax payment regulations. 
Corporations are permitted to remit their 
monthly tax instalments on either last year’s 
actual tax liability or their estimate of their 
current year tax liability, with any adjustments 
for under or over remittance made in the 
settlement period, which for most large corpora- 
tions is the month of March. Given the strength 
in corporate profits in 1988, coupled with the 
impact of tax reform, which was designed to 


Budgetary Revenues: 
1987-88 and 1988-89 


April to December Year-Over-Year Growth 


per cent change 


Corporate 


income 
Personal tax 


income 


tax 


raise overall corporate income taxes, many 
corporations are making their monthly 
instalments based on last year’s tax liability 
rather than the current year’s. Corporate tax 
collections are expected to increase significantly 
in the final quarter of the fiscal year when 
settlement payments are due. 


For the year as a whole, collections are still 
expected to increase about 10 per cent over last 
year’s levels. 


The developments over the first nine months of 
1988-89 suggest that the budgetary revenues for 
the year as a whole could be about $1.5 billion 
higher than expected in the February 1988 
budget. This better than expected outcome 
results from the stronger economic growth, 
which has resulted in higher employment 

and incomes. 


Budgetary Expenditures 


On a year-over-year basis, budgetary expendi- 
tures were up 6.1 per cent. Over one-half of the 
increase in budgetary expenditures was due to 
public debt charges. Public debt charges, the 
largest single component of budgetary expendi- 
tures, advanced 13.7 per cent in the first nine 
months of 1988-89, due to interest rate 
developments in 1988 and to increases in 
unmatured debt. 
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Budgetary Expenditures: 
1987-88 and 1988-89 


April to December Year-Over-Year Growth 


r cent chan 
20 pe ge 


Public debt 
charges 


Statutory 

programs None 
statutory 
programs 


[_] 1987-88 
[i 1988-89 


Statutory program spending, which accounts for 
about 60 per cent of program spending and 
which is largely demand-driven or formula- 
funded, advanced by 4.5 per cent. The increase 
in old age security payments was due to 
increases in both the eligible population base 
and in the level of benefits, which are indexed 
quarterly to changes in the consumer price 
index. Although the level of unemployment in 
1988 was lower than that recorded in 1987, 
increases in the number of beneficiaries and in 
average benefits resulted in higher unemploy- 
ment insurance benefits. As the net impact of 
stage one of tax reform lowers the value of tax 
points, direct cash transfers under Established 
Programs Financing are correspondingly higher. 
The impact on the equalization formula of 
robust increases in overall provincial revenues 
accounted for most of the increase in fiscal 
transfer payments. Timing considerations 
relating to the final payments to farmers under 
the Western Grain Stabilization Act with respect 


to the 1987 crop year account for most of the 
decline in the “other” statutory program 
spending category. Non-statutory program 
spending advanced by 3.6 per cent in the first 
nine months of 1988-89. This increase was 
largely due to higher spending on foreign 
assistance. 


The year-over-year increase in program spending 
is in line with that expected for the year as a 
whole, as set out in the February 1988 budget. 
However, the impact of the higher interest rates 
witnessed since the February 1988 budget will 
result in higher than expected public debt 
charges. It is expected that this increase in 
public debt charges will be offset by the higher 
budgetary revenues resulting from the more 
robust economy, thereby leaving the deficit 
outcome unchanged from that expected in the 
February 1988 budget. 


Financial Requirements 


Non-budgetary transactions in the April to 
December 1988 period resulted in a net require- 
ment of funds amounting to $1.7 billion, 
compared to a net source of funds of 

$1.3 billion in April-December 1987. 


As a result, financial requirements, excluding 
foreign exchange transactions, amounted to 
$19.4 billion in the first nine months of 1988-89, 
up $3.0 billion from the requirement recorded in 
the same period of 1987-88. 


Foreign exchange transactions resulted in a net 
requirement of $2.6 billion in the first nine 
months of 1988-89, compared to a net source of 
$0.5 billion in the first nine months of 1987-88, 
largely reflecting operations in the foreign 
exchange markets to ensure orderly market 
conditions. Total financial requirements, there- 
fore, amounted to $22.0 billion, up $6.0 billion 
from the level recorded in the first nine months 
of 1987-88. Unmatured debt transactions in 
April-December 1988 amounted to $23.6 billion 
and cash balances at the end of December 1988 
stood at $3.2 billion. 


The information in this Monitor is based on preliminary financial statements for the first nine months ended 
December 31, 1988. For further information contact: L.A. Langlois 996-7397 or P. DeVries 996-7380. Cet imprimé 


est également offert en francais. 
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Highlights of Financial Results for April-J une 1989 


¢ In the first quarter of fiscal year 1989-90 (April to June), the federal deficit, on a public. 
accounts basis, amounted to $6.6 billion, $0.6 billion higher than that recorded in the 
corresponding period of 1988-89. 


__¢ The increase in the year-over-year deficit was attributable to the impact of interest rates 
on public debt charges and ite effect Ee cash management initiatives on the 1 1988-89 


ss Total financial requirements, including foreign exchange requirements, stood at 
$7.9 billion, down $0.5 billion from the level recorded in the same period 
Of 1988-59. 


Summary The Federal Deficit 
1988-89 and 1989-90 


In the first quarter of 1989-90 (April to June), 


4 et Year to Date 
the budgetary deficit was $6.6 billion, up 
$0.6 billion from the level registered in the billions of dollars 
first quarter of 1988-89. The year-over-year 
increase in the deficit primarily resulted from [J 1988-89 
higher public debt charges and the one-time 1989-90 


impact on the 1988-89 results of the 
acceleration of sales and excise tax 
remittances. Program spending -— that is, total 
budgetary expenditures excluding public debt 
charges — advanced by only 3.6 per cent ona 
year-over-year basis. Budgetary revenues 
increased by 7.5 per cent. 


Non-budgetary transactions resulted in a 
het requirement of funds amounting to 

_ $0.7 billion, in comparison to a net source of 
$0.6 billion 1988-89. As a result, financial 


| : é 5 Apr. Apr. Apr. Apr. Fiscal 
_ requirements, excluding foreign exchange to to to to year) 
_ transactions, were $7.3 billion, up $2.0 billion June Sept. Dec. March 


April 1989 budget estimate 
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Table 1 


Summary Statement of Transactions 


April to June 
Per cent 
1988-89 1989-90 change 
(millions of dollars) 
A. Budgetary transactions 
1. Revenues 23,327 25,069 Is 
2. Expenditures 29,262 31,641 8.1 
3. Deficit -5,935 -6,572 10.7 
B. Non-budgetary transactions 
4. Loans, investments and advances -465 -86 
5. Specified purpose accounts 1,958 OTS 
6. Other transactions -849 -2,579 
7. Net sources(+)/requirement(-) 644 -692 
C. Financial requirements (excluding 
foreign exchange transactions) -5,291 -7,264 
D. Foreign exchange transactions: 
net source(+)/requirement(-) -3,094 -631 
E. Total financial requirements -8,385 -7,895 
F. Unmatured debt transactions 9,397 8,248 
G. Cash balance at end of period 2,546 2,189 
Table 2 
Budgetary Revenues and Expenditures 
April to June 
Per cent 
1988-89 1989-90 change 
(millions of dollars) 
A. Budgetary revenues 
1. Personal income tax 10,818 11,982 10.8 
2. Corporate income tax 1,974 2,505 26.9 
3. Unemployment insurance contributions 2,659 2,473 -7.0 
4. Sales and excise taxes/duties 6,364 6,406 0.7 
5. Other revenues 1,512 1,703 12.6 
6. Total budgetary revenues 23327] 25,069 LS 
B. Budgetary expenditures 
1. Major transfers to persons: of which 7,468 7,845 5.0 
— Unemployment insurance 
program payments 2,800 2,989 6.8 
— Old age security benefits 3,696 3,895 5.4 
— Family allowances 670 658 -1.8 
2. Major transfers to other levels 
of government: of which 5,590 5,881 ee 
— Established programs financing“ 2,386 2,365 -0.9 
— Fiscal transfers 1,974 2,219 IES) 
— Canada Assistance Plan 1,230 1,237 0.6 
3. Major subsidies and other transfers 2,229 1,741 -21.9 
4. Major payments to Crown corporations 808 864 6.9 
5. Defence 1,769 1,909 7.9 
6. Official Development Assistance 425 345 -18.8 
7. Operations of government 3,165 : 3,631 14.7 
8. Total program expenditures 21,454 22,216 3.6 
9. Public debt charges : 7,808 9,425 20.7 
10. Total budgetary expenditures °99 26) ar 3164 oy 


1. Cash portion only. Total EPF cash and tax transfers are up 5 per cent in 1989-90. 
2. Budgetary cash portion only. 
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on a year-over-year basis. Foreign exchange 
transactions gave rise to a net requirement of 
$0.6 billion, in sharp contrast to a net 
requirement of $3.0 billion recorded in the 
first quarter of 1988-89. Thus, total financial 
requirements, including foreign exchange 
requirements, stood at $7.9 billion, down 
$0.5 billion from the level recorded in the 
same period of 1988-89. 


Budgetary Revenues 


Strong advances in corporate and personal 
income tax receipts underlie the growth in 
budgetary revenues during the first quarter of 
1989-90, primarily reflecting the growth in 
corporate profits and employment. In 
addition, corporate income tax collections 
were restrained through the first eleven 
months of 1988-89 due to tax payment 
regulations. Corporations are permitted to 
remit their monthly tax instalments on either 
their previous year’s actual tax liability or an 
estimate of their current year’s tax liability, 
with any adjustments for under or over 
remittance made in the settlement period, 
which for most large corporations is March. 
Given the strength in corporate profits in 
1988, many corporations made their monthly 
instalments in 1988-89 based on their 
previous year’s tax liability. This restrained 
the growth in 1988-89 monthly corporate 
income tax collections until the March 
settlement period. 


The year-over-year growth in sales and excise 
tax revenues was considerably dampened by 
the impact on the 1988-89 results of the one- 
time acceleration of remittances from large 
firms. Largely offsetting the impact of this 
initiative was the continued strength in 
consumer and business expenditures and the 
impact of the tax measures introduced in the 
April 1989 budget. 


The decline in unemployment insurance 
contributions was entirely due to the lowering 
of unemployment insurance premium rates for 
1989. The impact of these lower rates has 


Budgetary Revenues: 
1988-89 and 1989-90 
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per cent change 
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been dampened by the effect of the continuing 
strength in employment and the increase in 
average earnings. 


Budgetary Expenditures 


On a year-over-year basis, budgetary 
expenditures were up 8.1 per cent, with most 
of the increase due to higher public debt 
charges. Public debt charges, the largest single 
component of budgetary expenditures, 
advanced 20.7 per cent in the first quarter of 
1989-90, due to interest rate developments 
and the increase in unmatured debt. 


In contrast, program spending — that is, total 
budgetary expenditures excluding public debt 
charges — advanced by only 3.6 per cent on a 
year-over-year basis. Higher unemployment 
insurance program payments and increases in 
old age security benefits underlie the growth 
in major transfers to persons. Increases in the 
number of beneficiaries and in average 
benefits resulted in higher unemployment 
insurance benefits. The increase in old age 
security payments was due to increases in 
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Budgetary Expenditures: 
1988-89 and 1989-90 


April to June Year-Over-Year Growth 


per cent change 


25 


[] 1988-89 Public debt 


1989-90 


charges 


Program 
spending 


both the eligible population base and in the 
level of benefits, which are indexed quarterly 
to changes in the consumer price index. Ad 
hoc payments to provinces account for most 
of the increase in major transfers to other 
levels of government. Although total 
entitlements under Established Program 
Financing are expected to be about 5 per cent 
higher in 1989-90 than in 1988-89, the impact 
of the strong economic growth on the value of 
tax transfers and the recoveries of 
overpayments made in previous years are 
restraining the increase in direct cash transfers 
under this program. Developments in the 
agricultural sector account for most of the 
variation in major subsidy and transfer 
payments. The variations in the other major 
components of program spending were 
primarily due to the timing of payments. 


Financial Requirements 


Total financial requirements amounted to 
$7.9 billion in the first quarter of 1989-90, 
down $0.5 billion from the level recorded in 
the same period in 1988-89. The year-over- 
year improvement in total financial 
requirements was entirely due to foreign 
exchange transactions. 


Non-budgetary transactions in the April to 
June 1989 period resulted in a net requirement 
of funds amounting to $0.7 billion, compared 
to a net source of funds of $0.6 billion in 
April-June 1988. This turnaround largely 
reflected higher accounts payable. 


As a result, with the deficit increasing by 

$0.6 billion and an increase in net non- 
budgetary transactions requirements of 

$1.3 billion, financial requirements, excluding 
foreign exchange transactions, amounted to 
$7.3 billion in the first quarter of 1989-90, up 
nearly $2.0 billion from the requirements 
recorded in the first quarter of 1988-89. 


However, foreign exchange transactions 
resulted in a net requirement of only 

$0.6 billion in the first quarter of 1989-90, 
compared to a requirement of $3.1 billion in 
the first quarter of 1988-89. Total financial 
requirements in the first quarter of 1989-90 
were financed through unmatured debt 
transactions of $8.2 billion, down from the 
$9.4 billion recorded in April-June 1988. 
Cash balances at the end of June 1989 stood 
at $2.2 billion. 


The information in this Monitor is based on preliminary financial statements for the first quarter ended June 30, 1989. For further 
information contact: L.A. Langlois 996-7397 or P. DeVries 996-7380. Cet imprimé est également offert en frangais. 
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Highlights of the Preliminary Financial Results for 1988-89 , 


¢ The preliminary estimate of the deficit outcome for 1988-89, at $28.7 billion, was $0.2 billion lower than / 
that estimated in the April 1989 budget. 


¢ As a percentage of gross domestic product (GDP), the deficit has declined from 8.6 per cent to 4.8 per cent 
| since 1934-85. 


e Program spending in 1988-89 rose by 3.1 per cent, less than the rate of inflation. 


_¢ Since 1984-85, program spending has increased at an average annual rate of only 3.5 per cent, implying a 
decline in real terms. As a share of GDP, program eee has declined from 19.5 “s cent in 1984-85 to 
16.5 per cent, the lowest rate since 1979-80. 


_¢ Spending on peveranedl operations amounted to $1 5.7 billion, or 15.8 per cent of program spending. In 
1984-85, government operations required $17.4 billion. On average, spending on government operations 
has declined by 2.6 per cent per year, or over 6 per cent in real terms. 


Summary 


Preliminary results indicate that the federal 
government’s budgetary deficit for fiscal year 5 ee f Vie ae 
1988-89 was $28.7 billion, $9.6 billion below the Deficit in the 1980s Sy 
peak of $38.3 billion recorded in 1984-85. As a : 
percentage of GDP, the deficit has declined from a 45 
postwar peak of 8.6 per cent registered in 1984-85 

to 4.8 per cent in 1988-89, a decline of 

3.8 percentage points. 


billions of dollars 


35 


The deficit for 1988-89 was up $0.6 billion from that 

recorded in 1987-88. This increase was largely 

attributable to the June 1987 tax reform measures 25 
affecting personal income tax collections and the 
effect of higher interest rates in 1988 on public debt 
charges. The lowering of the statutory tax rates and 
the conversion of exemptions to credits, effective in 
the 1988 taxation year, contributed to a slowing in 
the rate of growth in personal income tax revenues. 
Strong economic growth during 1988 was 
accompanied by increasing inflationary pressures 1980-81 1984-85 1988-89 


15 
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Table 1 


Preliminary Fiscal Outcome for 1988-89 
1984-85 1985-86 


1986-87 1987-88 


(billions of dollars) 


A. Budgetary transactions 


1. Revenues 70.9 76.8 
2. Expenditures 109.2 111.2 
3. Deficit -38.3 -34.4 
B. Non-budgetary transactions 
4. Loans, investments and advances 0.7 .0 
5. Specified purpose accounts al 5.4 
6. Other transactions Del) -1.3 
7. Net source(+)/requirement(-) 8.5 4.1 
C. Financial requirements (excluding 
foreign exchange transactions) -29.8 -30.3 
D. Foreign exchange transactions: 
net source(+)/requirement(-) 2.4 5.6 
E. Total financial requirements -27.4 -24.6 
F. Unmatured debt transactions 26.8 235) 
G. Cash balance at end of period 5.9 4.7 
Table 2 


Budgetary Revenues and Expenditures 


1984-85 1987-88 1988-89 


(millions of dollars) 
A. Budgetary revenues 


1. Personal income tax 29,254 45,125 46,026 
2. Corporate income tax Se 10,878 11,730 
3. Unemployment insurance contributions 7,553 10,425 11,268 
4. Sales and excise taxes/duties 18,177 22,941 25,778 
5. Other revenues 6,528 8,083 9,185 
6. Total budgetary revenues 70,891 97,452 103,980 
B. Fea tie! expenditures 
Major transfers to persons: of which 25,124 28,784 30,341 
— Unemployment insurance 
program payments 10,052 10,487 10,972 
— Old age security benefits 11,418 14,349 15,202 
— Family allowances 2,418 2,564 2,606 
2. Major transfers to other levels 
of government: of which 19,743 21,519 23,622 
— Established Programs Financing” 8,595 8,800 8,905 
— Fiscal transfers 6,586 7,745 8,727 
— Canada Assistance Plan 3,745 4,246 4,584 
3. Major subsidies and other transfers 9,045 11,477 10,725 
4. Major payments to Crown corporations 4,582 5,784 5,364 
5. Defence 8,762 10,769 11,025 
6. Official Development Assistance” 2,089 2,599 2,759 
7. Operations of government 17,415 1S 3575 15,680 
8. Total program expenditures 86,760 96,507 99,538 
9. Public debt charges * 22,455 29,028 33,176 
10. Total budgetary expenditures 109,222 1255535 132,714 


85.8 hes 
116.4 12555) 
-30.6 -28.1 

1.4 ES 
6.7 es) 
1.0 0.9 
9.0 919 
-21.6 -18.2 
-6.4 -7.1 
-28.0 -25.3 
27.8 Lae, 
4.6 eS 


Year-over-year 


change 
1987-88 1988-89 
(per cent) 

19.1 2.0 
10.0 7.8 
9/1 8.1 
9.0 123 
9.0 13.6 
13.6 6.7 
Shi) 5.4 
0.4 4.6 
6.7 3.9 
1.2 1.6 
3.9 9.8 
-0.4 122 
11.3 PAT) 
4.8 8.0 
We? -6.6 
23.8 -7.3 
7.8 2.4 
15.2 6.2 
7.0 0.7 
7.6 Shi 
8.9 14.3 
7.9 Syl 


1988-89 


Annual 
average 
change 


1984-85 to 


1988-89 
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(1) Cash portion only. Total EPF cash and tax transfers are up 5.6 per cent in 1988-89 and an average 6.4 per cent a year in the four years 


ending 1988-89. 
(2) Budgetary cash portion only. 
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which resulted in a substantial increase in interest 
rates. The compounding effect of these interest rates 
on debt servicing costs resulted in a significant 
increase in public debt charges in 1988-89. 


The deficit outcome for 1988-89 is $0.2 billion lower 
than that estimated in the April 1989 budget, with all 
of the improvement attributable to lower-than- 
expected program spending. Program spending was 
$0.5 billion lower than estimated in the April 1989 
budget. Since 1984-85, program spending has 
advanced at an average growth rate of only 3.5 per 
cent which, after adjusting for inflation, implies a 
decline of 0.6 per cent per year. 


Non-budgetary transactions provided the federal 
government with a net source of funds amounting to 
$6.8 billion, down $3.1 billion from the level 
recorded in 1987-88. Net foreign exchange 
transaction requirements amounted to $5.7 billion, 
down $1.4 billion from 1987-88. As a result, total 
financial requirements were $27.7 billion, compared 
to $25.3 billion in 1987-88. 


Budgetary Revenues 


Budgetary revenues advanced by 6.7 per cent in 
1988-89, less than half the rate of increase recorded 
in 1987-88. This slowdown in the rate of growth was 
largely attributable to developments affecting 
personal income tax collections. Despite strong 
growth in employment and incomes, personal 
income tax collections increased by only 2 per cent 
in 1988-89, after advancing by over 19 per cent in 
1987-88. This slowdown largely reflected the 
lowering of personal income tax rates and the 
conversion of exemptions to credits associated with 
income tax reform as well as the impact of the one- 
time increase in 1987-88 collections resulting from 
the acceleration of source deductions. 


In contrast, sales and excise tax revenues increased 
by 12.3 per cent in 1988-89. Over half of this 
increase was attributable to the acceleration of 
remittances from large firms. This measure, which 
was introduced to assist with deficit management 
during the implementation of income tax reform, 
affected companies’ cash flow only and had no direct 
effect on consumers. The extension of the federal 
sales tax to telecommunications services, together 
with the strength in consumer and business spending, 
also contributed to the growth in sales and excise tax 
revenues. 


Deficit in the 1980s 


per cent of GDP 
10 


1980-81 1984-85 1988-89 


Despite the strong growth in corporate profits and 
the base-broadening measures introduced in past 
budgets, higher refunds, reflecting the increased use 
of loss carry-forwards, restrained the growth in 
corporate income tax collections. The advance in 
unemployment insurance contributions reflected the 
strong increases in employment and incomes 
witnessed during 1988 as the effective premium rates 
in 1988-89 declined. The increase in other revenues 
was due to higher withholding tax revenue and to 
increased interest income on foreign exchange 
reserves. 


Between 1984-85 and 1988-89, budgetary revenues 
have increased by about $33 billion. Over 80 per 
cent of this increase can be attributable to the growth 
in the economy and to cash management initiatives, 
with the remainder due to the increase in the average 
effective revenue yield. 


Budgetary Expenditures 


Total budgetary expenditures advanced by 5.7 per 
cent in 1988-89, down from the increase of 7.9 per 
cent recorded in 1987-88. Over half of the increase 
in budgetary expenditures was due to higher public 
debt charges which, largely reflecting the increase in 
interest rates in 1988, rose by 14.3 per cent. Program 
spending advanced by 3.1 per rent in 1988-89, down 
from the 7.6 per cent increase recorded in 1987-88. 
After adjusting for inflation, this implies a decline in 
real program spending of 0.8 per cent. 
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Program Spending 


Percentage of Gross Domestic Product 


After growing by almost 14 per cent per year on 
average in the four years ending 1984-85, spending 
on government programs was cut back to an average 
growth of only 3.5 per cent in the four years ending 
1988-89. This growth is substantially less than the 
growth in nominal GDP (7.8 per cent) over this 
period and lower than the increase in prices (4.1 per 
cent), as measured by the consumer price index. 
Budget constraint measures introduced since 
November 1984 have been a major contributor to 
this slowdown in program spending over the 
1984-85 to 1988-89 period. This is most evident in 
the operations of government component where the 
level of spending in 1988-89 is lower than that 
recorded in 1984-85. 


Fiscal year 1988-89 marks the second consecutive 
year that the level of program spending has been less 


than the level of budgetary revenues. 


The major contributor to the 3.1 per cent increase in 
program spending in 1988-89 was higher payments 


«= 


to other levels of government. This largely reflected 
increased equalization payments resulting from the 
robust growth in overall provincial revenues. 
Although entitlements under Established Programs 
Financing increased by 5.6 per cent in 1988-89, the 
strong growth in the value of tax points, reflecting 
the strength in the economy, restrained the growth in 
cash transfers to only 1.2 per cent. Most of the 
increase in transfers to persons was due to higher old 
age security benefits and unemployment insurance 
payments. Developments in the agricultural sector 
accounted for most of the decline in major subsidies 
and other transfers, while the impact of restraint 
measures contributed to the reduction in payments to 
Crown corporations. The timing of capital payments 
affected the growth in defence spending, while 
Official Development Assistance contributions 
increased in line with the overall growth in the 
economy. 


Financial Requirements 


Total financial requirements amounted to 

$27.7 billion in 1988-89, up $2.4 billion from 
1987-88. The major factor contributing to this 
higher requirement was the lower net source of funds 
in non-budgetary transactions. Non-budgetary 
transactions were $3.1 billion lower in 1988-89, due 
largely to the encashment of accrued interest on the 
1981 series of Canada Savings Bonds, which 
matured in 1988-89, as well as to retroactive 
payments to provinces under the Provincial Tax 
Collection Agreements Account for taxation year 


_1987. Partially offsetting the impact of this lower 


source of funds and the increase in the deficit on 
financial requirements was a reduction in foreign 
exchange transaction requirements, from $7.1 billion 
in 1987-88 to $5.7 billion in 1988-89. 


Unmatured debt transactions in 1988-89, primarily in 
the form of Treasury bills, amounted to $28.0 billion. 


_ The information in this Monitor is based on preliminary financial results for 1988-89. For further information contact: 
L.A. Langlois at 996-7397 or P. DeVries at 996-7380. Cet imprimé est également offert en frangais. 
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Highlights of Financial Results for April — September 1989 


¢ In the first six months of fiscal year 1989-90 (April to September), the federal deficit, on a 
public accounts basis, amounted to $13.6 billion, $2.4 billion higher than that recorded in the 


corresponding period of 1988-89. 


e The increase in the year-over-year deficit was more than accounted for by the impact of higher 


interest rates on public debt charges. 


¢ Total financial requirements, including foreign exchange transactions, stood at $12.8 billion, up 
$1.4 billion from the level recorded in the same period of 1988-89. 


Summary 


In the first six months of fiscal year 1989-90 
(April to September), the federal deficit was 
estimated at $13.6 billion, up $2.4 billion 

from the level recorded in the same period of 
1988-89. The year-over-year increase in the 
deficit was primarily attributable to the impact 
of the interest rate increases during the second 
half of 1988 on public debt charges. Public debt 
charges were up 22 per cent, or $3.5 billion, on 
a year-over-year basis. In addition, the one-time 
impact of the acceleration of sales and excise 
tax remittances in the first quarter of 1988-89 
overstates the degree of deterioration in the 
deficit between the first six months of 1988-89 
and the first six months of 1989-90. Dampening 
the impact of these factors on the deficit was 
strong growth in revenues, particularly 
corporate income tax collections. 


Non-budgetary transactions resulted in a net 
source of funds amounting to $2.3 billion, down 
from the $3.1 billion recorded in 1988-89. Asa 
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Table 1 


Summary Statement of Transactions 


April to September 


Per cent 
1988-89 1989-90 change 
(millions of dollars) 
A. Budgetary transactions 
1. Revenues 48,328 51,812 ee 
2. Expenditures 59,550 65,389 9.8 
3. Deficit -11,222 -13,577 21.0 
B. Non-budgetary transactions 
4. Loans, investments and advances -374 586 
5. Specified purpose accounts 3,018 3,200 
6. Other transactions 480 -1,468 
7. Net source(+)/requirement(-) 3,124 2,318 
C. Financial requirements (excluding 
foreign exchange transactions) -8,098 -11,259 
D. Foreign exchange transactions: 
net source(+)/requirement(-) -3,347 -1,548 
E. Total financial requirements -11,445 - 12,807 
F. Unmatured debt transactions 12,266 11,996 
G. Cash balance at end of period 2,354 1,021 
Table 2 
Budgetary Revenues and Expenditures 
April to September 
Per cent 
1988-89 1989-90 change 
(millions of dollars) 
A. Budgetary revenues 
1. Personal income tax 22,680 24,770 912 
2. Corporate income tax 4,165 4,824 15.8 
3. Unemployment insurance contributions 5,444 5,027 -7.7 
4. Sales and excise taxes/duties 12,831 13,431 4.7 
5. Other revenues 3,208 3,760 17.2 
6. Total budgetary revenues 48,328 51,812 G2 
B. a rl expenditures 
. Major transfers to persons: of which 14,434 15,258 Sed 
— Unemployment insurance 
program payments 5,060 5,436 7.4 
— Old age security benefits 7,465 7,892 abi) 
— Family allowances 1,297 1,317 IES 
2. Major transfers to other levels 
of government: of which 11,054 11,629 Sy 
— Established Programs Financing” 4,714 4,653 -1.3 
— Fiscal transfers 3,998 4,520 13.1 
— Canada Assistance Plan 2,342 2,456 4.9 
3. Major subsidies and other transfers 4,180 S95) -5.5 
4. Major payments to Crown corporations 1,789 1,781 -0.4 
5. Defence 4,204 4,520 eS 
6. Official Development Assistance® 1,107 909 -17.9 
7. Operations of government 7,102 8,204 [535 
8. Total program expenditures 43,870 46,252 5.4 
9. Public debt charges 15,680 19,137 22.0 
10. Total budgetary expenditures ~ 59,550 65,389 _ 9.8 


(1) Cash portion only. Total EPF cash and tax transfers are up 5 per cent in 1989-90. 
(2) Budgetary cash portion only. 
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result, financial requirements, excluding foreign 
exchange transactions, were $11.3 billion, 
which was up $3.2 billion from 1988-89. 
Foreign exchange requirements gave rise to a 
net requirement of $1.5 billion, down sharply 
from the requirement of $3.3 billion in 1988-89. 
Thus, total financial requirements, including 
foreign exchange transactions, stood at 

$12.8 billion, up $1.4 billion from the level 
recorded in the same period of 1988-89. 


Budgetary Revenues 


Strong advances in income tax receipts, 
particularly corporate income tax collections, 
underlie the growth in budgetary revenues 
during the first six months of 1989-90. 
Corporate income tax collections were up 

15.8 per cent in the first six months of 1989-90. 
This strong pace may be significantly 
attributable to income tax payment regulations, 
as corporate profits in 1989 have weakened. 
Corporations are permitted to remit their 
monthly tax instalments on either their previous 
year’s actual liability or an estimate of their 
current year’s tax liability, with any adjustments 
for under- or over-remittances made in the 
settlement period which, for most large 
corporations, is March. Given the strength in 
corporate profits in 1988, many corporations 
made their monthly instalments in 1988-89 on 
their previous year’s tax liability. This restrained 
the 1988-89 growth in corporate income tax 
collections until the March 1989 settlement. As 
a result, the current year-over-year growth in 
collections is likely somewhat overstated, and 
may not be reflective of trend developments in 
corporate tax collections. 


The strength in personal income tax collections 
reflects the strength in personal income, 
resulting from the higher levels of employment 
and average earnings. The net proceeds from the 
sale of Air Canada and higher investment 
income earnings accounted for the growth in 
other revenues. 


The year-over-year growth in sales and excise 
tax revenues was affected by the impact on the 
1988-89 results of the one-time acceleration of 


Budgetary Revenues: 
1988-89 and 1989-90 


April to September Year-Over-Year Growth 


per cent change 


[_] 1988-89 
[BW 1989-90 


Corporate 
income 
tax 


Personal 
income tax 


remittances from large firms. The decline in 
unemployment insurance contributions was 
entirely due to the lowering of the 
unemployment insurance premium rates for 
1989. 


Budgetary Expenditures 


On a year-over-year basis, budgetary 
expenditures were up 9.8 per cent, with nearly 
60 per cent of the increase due to higher public 
debt charges. Public debt charges, the largest 
single component of budgetary expenditures, 
advanced by 22 per cent in the first six months 
of 1989-90, due to higher interest rates and 
increases in unmatured debt. Program spending 
was up 5.4 per cent on a year-over-year basis. 


Growth in spending on major transfers to 
persons was concentrated in unemployment 
insurance programs and old age security 
benefits. Higher unemployment insurance 
program payments were due largely to advances 
in average benefits while the increase in old age 
security benefits reflected increases in both the 
eligible population base and average benefits. 
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Budgetary Expenditures: 
1988-89 and 1989-90 


April to September Year-Over-Year Growth 


r cent change 
25 a 


Public debt 
| 1988-89 charges 


1989-90 


Program 
spending 


The impact of robust growth in overall 
provincial revenues has resulted in significantly 
higher fiscal transfer payments, which 
accounted for most of the increase in transfers 
to other levels of government. Although total 
entitlements under Established Programs 
Financing are expected to be about 5 per cent 
higher in 1989-90 than in 1988-89, the impact 
of the strong growth in personal income on the 
value of tax points has restrained the growth in 
direct cash transfers under this program. 


The higher defence spending largely resulted 
from increased capital spending, as well as the 
timing of payments for operational purposes. 
The year-over-year decline in Official 
Development Assistance largely reflects the 
impact of the April 1989 budget measures, 
while developments in the agricultural sector 


accounted for most of the lower spending on 
major subsidies and other transfers. Payments to 
Crown corporations were also lower, reflecting 
the impact of the April 1989 budget measures 
and the timing of payments. Although spending 
on operations of government was up 15.5 per 
cent, most of the increase was due to the timing 
of payments, both this year and last year. 
Expected developments over the remaining 
months of 1989-90 should ensure that the April 
1989 Budget forecast of $17 billion for 
spending on operations of government — 5.2 per 
cent above 1988-89 — is realized. 


Financial Requirements 


Total financial requirements amounted to 

$12.8 billion in the first six months of 1989-90, 
up $1.4 billion from the level recorded in the 
same period in 1988-89. Contributing to this 
higher requirement was the increase in the 
deficit ($2.4 billion) and a lower net source of 
funds in non-budgetary transactions 

($0.8 billion), offset significantly by lower 
foreign exchange requirements (-$1.8 billion). 


The impact of higher accounts payable at the 
end of 1988-89 has resulted in larger 
disbursements throughout 1989-90, which 
account for the lower net source of funds in 
non-budgetary transactions. Exchange rate 
developments, and resulting operations in the 
exchange markets to ensure orderly market 
conditions, explain the lower requirement in 
foreign exchange transactions. 


The total financial requirements in the first six 
months of 1989-90, of $12.8 billion, were 
financed through unmatured debt transactions of 
$12 billion and a drawdown in cash balances of 
$0.8 billion. 


The information in this Monitor is based on preliminary financial statements for the first half ended September 30, 1989. For 
further information contact: L.A. Langlois 996-7397 or P. DeVries 996-7380. Cet imprimé est également offert en frangais. 
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* Inthe first nine months of Aiea: year 1989-90 (April to Dece oe the federal deficit, on a public 
accounts basis, amounted to $18.8 billion, $1.1 billion higher than that recorded in the 
corresponding period of 1988-89. 


o The i increase in the year-over-year deficit was due to the impact of higher interest rates on public 
_____ debt charges. In fact, the operating surplus ie excess of budgetary revenues over Bed sal spending) 
_ ncnialyy increased by a 8 billion, 


Total fa beaulrenents stood at $1 9. 1 billion, down $2.9 billion from the level cond! in the 


same period of 1988-89. 

Summary fie AAR ES 
In the first nine months of fiscal year 1989-90 The Federal Deficit f [ve a 
(April to December), the federal deficit was 1988-89 and 1989-90 cee be | 
estimated at $18.8 billion, up $1.1 billion from the ea 

level recorded in the same period of 1988-89. In pean Dal \ Se 

the April 1989 budget, the deficit was projected to billions of dollars ESI SZ 
increase by $1.8 billion to $30.5 billion in =a 

1989-90. [El io88-89 

The year-over-year increase in the deficit to date 1989-90 


was primarily attributable to the impact of higher 
interest rates in late 1988 and throughout 1989 on 
public debt charges. Public debt charges were up 
20 per cent, or $4.9 billion,-on a year-over-year 
basis. In contrast, budgetary revenues exceeded 
program spending by $10.4 billion in the April to 
December 1989 period, up $3.8 billion from the 
operating surplus recorded in the same period 

in 1988. 


Non-budgetary transactions resulted in a net 
requirement of funds amounting to $0.3 billion, 
down from the $1.7 billion requirement recorded 
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Table 1 


Summary Statement of Transactions 


April to December 
Per cent 
1988-89 1989-90 change 
(millions of dollars) 
A. Budgetary transactions 
1. Revenues 73,878 81,077 9.7 
2. Expenditures 91,593 99,849 9.0 
3. Deficit -17,715 -18,772 6.0 
B. Negras oath transactions 
4. Loans, investments and advances -274 665 
5. Specified purpose accounts 4,703 4,891 
6. Other transactions -6,115 -5,870 
7. Net source(+)/requirement(-) -1,686 -314 
C. Financial requirements (excluding 
foreign exchange transactions) -19,401 -19,086 
D. Foreign exchange transactions: 
net source(+)/requirement(-) -2,564 30 
E. Total financial requirements -21,965 -19,056 
F Unmatured debt transactions 23,590 19,979 
G. Cash balance at end of period 3,158 Pa Thy 
Table 2 
Budgetary Revenues and Expenditures 
April to December 
Per cent 
1988-89 1989-90 change 
(millions of dollars) 
A. Budgetary revenues 
1. Personal income tax 34,088 38,637 13.3 
2. Corporate income tax 6,107 7,477 22.4 
3. Unemployment insurance contributions 8,718 7,583 -13.0 
4. Sales and excise taxes/duties 19,556 21,067 7.7 
5. Other revenues 5,409 6,313 16.7 
6. Total budgetary revenues 73,878 81,077 9.7 
B. Hee ae expenditures 
Major transfers to persons: of which 21,586 22,912 6.1 
— Unemployment insurance 
program payments 7,419 8,004 79 
— Old age security benefits 11,306 11,992 6.1 
— Family allowances 1,947 O19 1.6 
2. Major transfers to other levels 
of government: of which 16,841 17,560 4.3 
— Established Programs Financing” 6,998 6,777 -3.2 
— Fiscal transfers 6,265 7,081 13.0 
— Canada Assistance Plan 3,470 3,631 4.6 
3. Major subsidies and other transfers 6,275 6,138 -2.2 
4. Major payments to Crown corporations 2,759 2,736 -0.8 
5. Defence 6,727 2235 7.6 
6. Official Development Assistance® 1,679 1,350 -19.6 
7. Operations of government 11,412 12,741 11.6 
8. Total program expenditures 67,279 70,672 5.0 
9. Public debt charges 24,314 29,177 20.0 
10. Total budgetary expenditures 91,593 99,849 9.0 


(1) Cash portion only. Total EPF cash and tax transfers are up 6 per cent in 1989-90. 
(2) Budgetary cash portion only. 
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$19.1 billion, down $0.3 billion from 1988-89. 
Foreign exchange requirements gave rise to a 
small source of funds, in sharp contrast to the 
requirement of $2.6 billion in 1988-89. Thus, total 
financial requirements stood at $19.1 billion, 
down $2.9 billion from the level recorded in the 
same period of 1988-89. 


Budgetary Revenues 


With the exception of unemployment insurance 
contributions, all major components of budgetary 
revenues recorded strong advances in the first 
nine months of 1989-90. Personal income tax 
collections advanced 13 per cent, reflecting the 
strength in personal income resulting from the 
higher levels of employment and increased 
average earnings. 


Corporate income tax collections were up 
22 per cent in the first nine months of 1989-90. 
This strong growth in corporate tax collections 
may be significantly attributable to income tax 
payment regulations, as corporate profits in 1989 
have weakened. Corporations are permitted to 
remit their monthly tax instalments on either their 
previous year’s actual liability or an estimate of 
their current year’s tax liability, with any 
adjustments for under- or over-remittances made 
in the settlement period which, for most large 
corporations, is March. Given the strength in 
corporate profits in 1988, many corporations 
made their monthly instalments in 1988-89 based 
on their previous year’s tax liability. This 
restrained the 1988-89 growth in corporate 
income tax collections until the March 1989 
settlement period. As a result, the current year- 
Over-year growth in corporate income tax 
collections is likely somewhat overstated, and 
may not be reflective of trend developments in 
corporate tax collections. 


_ The year-over-year growth in sales and excise tax 

_ revenues was still significantly dampened by the 
impact on the 1988-89 results of the one-time 

_ acceleration of remittances from large firms. 

_ However, collections advanced significantly in the 
latest quarter, following the passage of the excise 
tax changes announced in the April 1989 budget. 

_ The net proceeds from the sale of Air Canada and 
_ higher investment income earnings accounted for 
the growth in other revenues. 


Budgetary Revenues: 
1988-89 and 1989-90 
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The decline in unemployment insurance 
contributions was entirely due to the lowering of 
the unemployment insurance premium rates 

for 1989. 


The developments to date suggest that the 

April 1989 budget estimate for budgetary revenues 
of $112.4 billion will be met. Personal income and 
non-tax revenues are expected to be somewhaty 
higher than estimated in the April 1989 budget. 
However, these incremental revenues are expected 
to be offset by lower corporate tax collections, the 
latter reflecting the weakening in corporate profits. 


Budgetary Expenditures 


On a year-over-year basis, budgetary expenditures 
were up 9 per cent, with nearly 60 per cent of the 
increase due to higher public debt charges. Public 
debt charges, the largest single component of 
budgetary expenditures, advanced by 20 per cent 
in the first nine months of 1989-90, due to higher 
interest rates, especially in 1988, and increases in 
unmatured debt. Program spending was up 

5 per cent on a year-over-year basis. 


Growth in spending on major transfers to persons 
was concentrated in the unemployment insurance 
program and old age security benefits. Higher 
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Budgetary Expenditures: 
1988-89 and 1989-90 


April to December Year-Over-Year Growth 


per cent change 


[] 1988-89 Public debt 


[ 1989-90 


charges 


Program 
spending 


unemployment insurance program payments were 
due largely to advances in average benefits while 
the increase in old age security benefits reflected 
the increases in both the eligible population base 
and average benefits. 


The impact of robust growth in overall provincial 
revenues has resulted in significantly higher fiscal 
transfer payments, which accounted for most of 
the increase in transfers to other levels of 
government. Although total entitlements under 
Established Programs Financing are expected to 
be about 6 per cent higher in 1989-90 than in 
1988-89, the impact of the strong growth in 
personal income on the value of tax points has 
restrained the growth in direct cash transfers under 
this program. Higher defence spending was 
primarily the result of the specific timing of 
payments for operational purposes. The year-over- 
year decline in Official Development Assistance 
largely reflected the impact of April 1989 budget 


measures, while developments in the agricultural 
sector accounted for most of the lower spending 
on major subsidies and other transfers. Payments 
to Crown corporations were also lower, reflecting 
the impact of the April 1989 budget measures and 
the timing of payments. Although spending on 
operations of government was up 11.6 per cent, 
most of the increase was due to the timing of 
payments, both this year and last year, with the 
result that the year-over-year growth should 
moderate significantly over the remaining months 
of 1989-90, in line with the April budget 
projections. 


For the fiscal year as a whole, budgetary 
expenditures are expected to be unchanged from 
the $142.9 billion forecast in the April 1989 
budget. Although short-term interest rates are 
higher at year-end than forecast in the April 
budget, average short-term rates over the fiscal 
year should only be marginally higher and long- 
term rates are now lower than anticipated. Taken 
together, these developments suggest that public 
debt charges will still be in line with the April 
budget forecast for 1989-90 of $39.4 billion. 
Program spending is also expected to be 
unchanged for the April budget forecast. 


Financial Requirements 


Total financial requirements amounted to 

$19.1 billion in the first nine months of 1989-90, 
down $2.9 billion from the level recorded in the 
same period in 1988-89. Contributing to this lower 
requirement were a lower net requirement of funds 
in non-budgetary transactions ($1.4 billion) and 
reduced foreign exchange transactions 

($2.6 billion), partially offset by an increase in the 
deficit ($1.1 billion). 


The total financial requirements in the first nine 
months of 1989-90 of $19.1 billion were financed 
through unmatured debt transactions of 

$20.0 billion. Cash balances as of December 31, 
1989 stood at $2.8 billion. 


The information in this Monitor is based on preliminary financial statements for the first nine months ended December 31, 1989. 
For further information contact: L.A. Langlois 996-7397 or P. DeVries 996-7380. Cet imprimé est également offert en francais. 
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Highlights of Financial Results for April 1989 to March 1990 


¢ Financial requirements, excluding foreign exchange transactions, are estimated at 
_ $20.3 billion for the fiscal year as a whole, down $1.8 billion from the amount required in 
1988-89, one $1.7 billion lower than the February 1990 budget estimate. 


° The deficit, prior to standard supplementary period accounting adjustments, was 
$24.0 billion, $0.3 billion lower than that recorded in the comparable period in 1988-89. 


¢ Full-year fiscal results for 1989-90 will not be available until the supplementary period 
adjustments are fully incorporated into the financial data. However, results to date suggest 
that the deficit outcome for 1989-90 could amount to about $1 billion lower than the 


February 1990 peat estimate. 


Summary 


Although this Fiscal Monitor contains 
financial data for the period April 1989 to 
March 1990, full-year results for fiscal year 
1989-90 will not be available until the 
summer. Still to be determined are the 
standard accounting adjustments recorded in 
the “supplementary period”. Consistent with 
the government’s accounting principles, these 
“supplementary period” adjustments primarily 
reflect the recording of the costs of goods and 
services provided to the government prior to 
the end of March. Some adjustments are also 
made to budgetary revenues, primarily to 
reflect cash in transit at year end. 


Over the period April 1989 to March 1990, 
the budgetary deficit was $24.0 billion, 

$0.3 billion lower than that recorded in the 
corresponding period of 1988-89. Once the 
“supplementary period” adjustments are taken 
into account, the results to date suggest the 
deficit for the year as a whole could be about 
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Defence spending rose 4.5 per cent over the 
April 1989 to March 1990 period. Although 
this component had been increasing by 2 per 
cent a year in real terms, the April 1989 
budget lowered defence spending. The April 
1989 budget expenditure reduction measures 
also explain the year-over-year decline in 
Official Development Assistance spending. 
Although spending on other government 
operations was up 10.5 per cent, most of this 
increase was attributable to the timing and 
recording of payments, both this fiscal year 
and in 1988-89. The year-over-year growth in 
this component should moderate in the 
supplementary period and the results for the 
year as a whole should be in line with the 
February 1990 budget estimate. 


The Expenditure Control Plan introduced 
in the February 1990 budget will ensure 
that program spending will be restrained 
throughout 1990-91. However, the higher- 
than-expected interest rates will put 
upward pressure on public debt charges 

in 1990-91. The stronger growth in 
budgetary revenues currently being 
experienced will help offset upward 
pressures on public debt charges. 


Financial Requirements 


Non-budgetary transactions in the April 1989 
to March 1990 period resulted in a net source 
of funds amounting to $3.6 billion, up 

$1.5 billion from that recorded in the 
corresponding period of 1988-89. Most of this 
increase was due to the impact of the 
encashment of accrued interest on the 1981 
series of Canada Savings Bonds, which 
matured on November 1, 1988 and dampened 
the 1988-89 results. With a deficit of 

$24.0 billion and a net source of funds from 
non-budgetary transaction of $3.6 billion, 
financial requirements, excluding foreign 
exchange transactions, amounted to 

$20.3 billion in 1989-90, down $1.8 billion 
from the requirements in 1988-89, and 

$1.7 billion lower than the February 1990 
budget estimate for 1989-90. 


Foreign exchange transactions resulted in a 
net requirement of $0.7 billion, in sharp 
contrast to the requirement of $5.4 billion in 
1988-89. Total financial requirements, 
therefore, amounted to $21.0 billion in 
1989-90, down $6.4 billion from the 1988-89 
requirement. The 1989-90 requirement was 
financed through unmatured debt transactions 
of $20.7 billion and a drawdown of 

$0.3 billion in cash balances. 


The information in this Monitor is based on preliminary financial statements for the period ended March 31, 1990. For further 
information contact: L.A. Langlois 996-7397 or P. DeVries 996-7380. Cet imprimé est également offert en francais. 
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Budgetary Revenues: 
1988-89 and 1989-90 


April to March Year-Over-Year Growth 


per cent change 


ia 1988-89 


Personal 
income tax a 1989-90 


Corporate 
income 
tax 


Other 


Corporate income tax collections advanced by 
11.3 per cent on a year-over-year basis, 
despite the fact that corporate profits declined 
in 1989. The growth in corporate income tax 
collections was primarily attributable to the 
impact of corporate income tax reform 
introduced in 1988, the introduction of the 
Large Corporations Tax, and the acceleration 
of corporate income tax remittance measure 
announced in the April 1989 budget. The 
collections to date are consistent with the 
February 1990 budget estimate. 


Indirect taxes, including the federal 
manufacturers’ sales tax, customs import 
duties, and excise taxes, increased by 9.4 per 
cent on a year-over-year basis. Most of the 
increase is attributable to the April 1989 
budget measures which increased the various 
sales and gasoline tax rates and the tobacco 
excise tax levies. The year-over-year growth, 


however, was dampened by the effect on the 
1988-89 results of the one-time acceleration 
of remittances from large firms, along with 
the phase-out of tariffs under the Canada- 
United States Free Trade Agreement. The 
results to date, however, suggest that the final 
results for the year as whole will be below the 
February 1990 budget estimate, reflecting a 
further erosion in the underlying tax base. 


The decline in unemployment insurance 
contributions is entirely due to the lowering of 
the unemployment insurance premium rates in 
1989. 


The increase in the other revenue component, 
which includes the non-resident tax, other tax 
revenues and non-tax revenues, primarily 
reflects the net proceeds from the sale of Air 
Canada shares and the introduction of the 
dollar coin. As a result, collections from this 
component are expected to exceed the 
February 1990 budget estimate. 


Relative to the February 1990 budget, 
personal income tax collections and non-tax 
revenues are expected to be higher, offset 
somewhat by lower indirect tax revenues. 
These developments suggest that budgetary 
revenues for 1989-90 could exceed the 
February 1990 budget estimate by about 

$1 billion. 


Budgetary Expenditures 


On a year-over-year basis, budgetary 
expenditures are up 8.4 per cent, with public 
debt charges and program spending 
contributing about equally to the increase. 
Public debt charges, the largest single 
component of budgetary expenditures, 
advanced by 16.7 per cent in the April 1989 to 
March 1990 period as compared to the same 
period in 1988-89. The increase in public debt 
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charges reflects the compounding effect of the 
increases in interest rates and the increase in 
the stock of debt. Once the standard 
accounting adjustments are incorporated, it is 
expected that the fiscal year outcomes for 
both program spending and public debt 
charges will be consistent with the February 
1990 budget estimates. 


Budgetary Expenditures: 
1988-89 and 1989-90 


April to March Year-Over-Year Growth 


per cent change 


[_] 1988-89 
{B 1989-90 


Public debt 
charges 


Program 
spending 


Program spending advanced by 5.4 per cent in 
the April 1989 to March 1990 period. Growth 
in spending on major transfers to persons was 
concentrated in higher unemployment 
insurance program and elderly benefit 
payments. The increase in unemployment 
insurance program benefits was largely due to 
increases in average benefits as the number of 
beneficiaries was relatively unchanged. The 
increase in elderly benefits reflected increases 
in both average benefits, which are indexed to 
quarterly changes in the consumer price 
index, and the eligible population base. 


The impact of robust overall growth in 
provincial revenues, in 1989 and in prior 
years as well, has resulted in significantly 
higher fiscal transfer payments to the 
provinces and accounts for most of the 
increase in transfers to other levels of 
government. In contrast, direct cash transfers 
to the provinces under Established Programs 
Financing were lower in the April 1989 to 
March 1990 period than in the corresponding 
period in 1988-89, despite the fact that total 
entitlements under this program are about 

6 per cent higher in 1989-90 than in 1988-89. 
The lower cash transfer reflects the strength in 
the tax bases throughout 1989-90 with the 
result that a larger portion of the overall 
transfer was made through the tax points 
transfer. 


The decline in major subsidy and other 
transfer payments primarily reflects 
developments in the agricultural sector, as no 
net payments were made under the Western 
Grain Stabilization Act in 1989-90, while 
payments under the Western Grain 
Transportation Act were lower due to a 
decline in shipments. In addition, energy 
subsidies were also lower, primarily reflecting 
the termination of the Canadian Exploration 
and Development Incentives Program. The 
impact of these lower transfers was largely 
offset by increased transfers to natives and to 
the regional development agencies. 


The increase in transfers to major Crown 
corporations primarily relates to higher 
payments to the various cultural agencies and 
to the Canada Mortgage and Housing 
Corporation. In contrast, subsidy payments to 
VIA Rail and Atomic Energy of Canada were 
lower, reflecting the impact of past budget 
measures. 


_ percentage of GDP, the deficit has declined 


_ 4.2 percentage points. 


_ The deficit for 1989-90 was up $0.2 billion 0 1 WoW tL 
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Highlights of the Preliminary Financial Results for 1989-90 


¢ The federal deficit outcome for 1989-90, on a public accounts basis, is estimated at $28.9 billion. 


¢ As a percentage of gross domestic product (GDP), the deficit has declined from 8.6 per cent to 4.4 per 
cent since 1984-85. 


¢ The preliminary deficit outcome for 1989-90 of $28.9 billion is $1.6 billion lower than estimated in the 
April 1989 and February 1990 budgets. 


¢ The operating balance — the difference between budgetary revenues and program spending — recorded 
a surplus of $9.9 billion in 1989-90, a marked improvement over the $4.5 billion surplus achieved in 
1988-89. 


¢ On the basis of comparable public accounting concepts, the fiscal position in Canada in 1989-90 was 
better than in the United States for the first time since 1981-82; financial requirements were 3.1 per cent 
of GDP in Canada compared to a U.S. unified budget deficit of 4.0 per cent of gross national 


duct (GNP). : — 
product (GNP) ort AS : 


Summary 


Preliminary results indicate that the federal 
government’s budgetary deficit for the fiscal 
year 1989-90 was $28.9 billion, $9.4 billion 
below the peak of $38.3 billion recorded in 
1984-85, and $1.6 billion lower than estimated 
in the April 1989 budget and restated in the 
February 1990 budget. Final results for 1989-90 
will be published in the Public Accounts of 
Canada, scheduled for release in the fall. As a 


billions 
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from a postwar peak of 8.6 per cent registered in 
1984-85 to 4.4 per cent in 1989-90, a decline of 
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Table 1 
Summary Statement of Transactions: Preliminary Outcome for 1989-90 


A. Budgetary transactions 


Ie 
1, 


S: 
4. 
3 


Revenues 
Program spending 


Operating balance 
Public debt charges 
Deficit 


B. Non-budgetary transactions 


6. 
ds 
8. 


9. 
C. Financial re 


Loans, investments and advances 
Specified purpose accounts 
Other transactions 


Net source(+)/requirement(-) 
uirements (excluding 


foreign exchange transactions) 


D. Foreign exchange transactions: 
net source (+)/requirement (-) 


™ 


Total financial requirements 
Unmatured debt transactions 


G. Cash balance at end of period 


Table 2 


Budgetary Revenues and Expenditures 


A. Budgetary revenues 


ARON = 


on 


. Personal income tax 
. Corporate income tax 


Unemployment insurance contributions 
Sales and excise taxes/duties 
Other revenues 


. Total budgetary revenues 


B. Budgetary expenditures 
Il 
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SO oO SENT SES 


Major transfers to persons: of which 
Unemployment insurance program payments 
Old age security benefits 

Family allowances 


Major transfers to other levels 

of government: of which 
Established Programs Financing (1) 
Fiscal transfers 

Canada Assistance Plan 


Major subsidies and other transfers 
Major payments to Crown corporations 
Defence 

Official Development Assistance (2) 
Other government operations 


Total program expenditures 
Public debt charges 
Total budgetary expenditures 


1984-85 


1984-85 


29,254 
OE) 
USaE 

18,177 
6,535 


70,898 
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10,052 
11,418 

2,418 


19,740 
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8,762 
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86,767 
22,455 
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1985-86 


1988-89 


(millions of dollars) 


46,026 
11,730 
11,268 
25,771 

9,203 


103,998 


30,299 
10,972 
15,202 

2,606 


23,637 
8,905 
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11,025 
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16,011 
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(1) aa eat on Total EPF cash and tax transfers are up 6.1 per cent in 1989-90 and an average 6.3 per cent a year in the five years 
ending 
(2) Budgetary cash portion only. 


The Fiscal Monitor 


was primarily due to the transitional impact of 
the June 1987 tax reform, affecting personal 
income tax collections, and the effect of higher 
interest rates on public debt charges. Although 
personal income tax reform became effective 
January 1, 1988, withholding tables were not 
adjusted until July 1, 1988, thereby resulting in 
substantially higher tax refunds in fiscal year 
1989-90. As well, in response to inflationary 
pressures, interest rates rose significantly during 
the latter half of 1988-89 and remained high 
throughout 1989-90. Given the stock of debt, 
the compounding impact of these interest rate 
developments resulted in significantly higher 
public debt charges in 1989-90 than in 1988-89. 
Largely offsetting the impact of these factors on 
the deficit were the effects of the continued 
strength in the economy on the underlining tax 
bases and the discretionary policy actions 
introduced in past budgets, which increased 
budgetary revenues and restrained the growth in 
program spending. 


The deficit outcome for 1989-90 is $1.6 billion 
lower than that first estimated in the April 1989 
budget. Most of this improvement resulted from 
stronger-than-expected growth in budgetary 
revenues, resulting from the higher-than- 
expected growth in the tax bases during the 
latter half of fiscal year 1989-90. Personal 
income was up 9 per cent in 1989 over the 
previous year. In addition, public debt charges 
were $0.6 billion lower than estimated in the 
April 1989 budget, while program spending was 
$0.3 billion higher. It is expected that the higher 
levels of income tax collections will carry into 
1990-91. Depending upon interest rate 
developments and economic conditions during 
the latter half of 1990, this should help to offset 
the upward pressure of higher-than-expected 
interest rates on public debt charges on the 
1990-91 deficit. 


The operating balance, the difference between 
budgetary revenues and program spending, 
recorded a surplus of $9.9 billion in 1989-90, 
more than twice the surplus registered in 


The Budgetary Deficit and 
the Operating Balance 


40 billions of dollars 


30 | Operating balance 
DO Deficit 


1984-85 1989-90 


1988-89. Since 1984-85, there has been a 
turnaround in the operating balance of 

$25.8 billion, from a deficit of $15.9 billion in 
1984-85 to a surplus of $9.9 billion. Of this 
improvement, only $9.4 billion has been 
available to reduce the deficit with the 
remaining $16.5 billion required to pay the 
increased interest charges on the net debt. 


With the deficit at $28.9 billion in 1989-90, the 
accumulated deficit, or net debt, stood at 
$349.7 billion as of March 31, 1990, an increase 
of 9.0 per cent above the March 31, 1989 level 
of $320.7 billion, and marks only the second 
time in the past fifteen years that the growth 

in net debt has been less than 10 per cent. 
Since 1984-85, net debt has increased by 
$150.6 billion, of which over 80 per cent is 
attributable to interest payments on the net 
debt that had accumulated by the end of the 
1984-85 period. 


Non-budgetary transactions provided the 
government with a net source of funds 
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amounting to $8.5 billion, up $1.7 billion from 
the level recorded in 1988-89. Foreign exchange 
transactions resulted in a net requirement of 
$0.7 billion in 1989-90, in sharp contrast to the 
requirement of $5.7 billion in 1988-89. As a 
result, total financial requirements amounted to 
$21.2 billion, down $6.5 billion from 1988-89 
requirements. 


Budgetary Revenues 


Budgetary revenues in 1989-90 increased by 

9.3 per cent from the level reported in 1988-89. 
The increase in 1989-90 largely reflects the 
continued strength in the underlying tax bases, 
which has accompanied the growth in the 
economy, and fiscal measures introduced in past 
budgets, especially those introduced in the April 
1989 budget. Between 1984-85 and 1989-90, 
budgetary revenues have increased by 

$42.8 billion, or from 15.9 per cent of GDP to 
17.5 per cent of GDP. Of the increase in 
budgetary revenues, over three-quarters can be 
attributable to the growth in the economy, which 
has resulted in strong increases in employment 
and incomes. 


Personal income tax revenues, the largest 
component of budgetary revenues, increased 
12.8 per cent in 1989-90, up significantly from 
the advance of 2 per cent recorded in 1988-89. 
Most of the increase resulted from strong 
growth in personal income which grew by 9 per 
cent in 1989. The low increase in personal 
income tax revenues in 1988-89 reflected the 
transitional impacts of tax reform. Personal 
income tax reform, which became effective 
January 1, 1988, significantly lowered the 
statutory tax rates, broadened the tax base by 
reducing tax preferences, and relieved an 
additional 850,000 lower-income tax Canadians 
from paying federal personal income tax 
through the conversion of tax exemptions into 
tax credits. As a result, despite a strong growth 
in employment and personal income in 1988, 


the overall increase in personal income tax 
revenues was significantly dampened in 
1988-89 by the impact of tax reform. 


Also contributing to the overall rise in 
budgetary revenues in 1989-90 were increases 
in corporate income tax revenue, excise taxes 
and duties and in non-tax revenue. Corporate 
income tax revenue rose 11 per cent, despite a 
decline in corporate profits of 13.4 per cent in 
1989. The increase was largely attributable to 
the impact of tax reform introduced in 1988, the 
introduction of the Large Corporation Tax, and 
the one-time impact of the acceleration of tax 
instalment payments. Sales and excise taxes and 
duties advanced by 9.3 per cent, with most of 
the increase attributable to the increases in the 
tax rates introduced in the April 1989 budget. 
Other revenue increased by 7.6 per cent, largely 
reflecting the one-time impact of the net 
proceeds from the sale of the Air Canada shares 
and the seigniorage from the sale of the new 
dollar coins. Unemployment insurance premium 
contributions declined by 4.7 per cent, due 
solely to the reduction in the premium rates in 
calendar year 1989. 


Budgetary Expenditures 


Total budgetary expenditures increased by 

7.5 per cent in 1989-90, up from the advance of 
5.7 per cent recorded in 1988-89. Of the nearly 
$10 billion increase in budgetary expenditures 
between 1988-89 and 1989-90, almost 60 per 
cent was attributable to higher public debt 
charges. Public debt charges, which accounted 
for 27 per cent of total budgetary expenditures 
in 1989-90, advanced by 17.1 per cent. The 
continued strength in economic activity in 1989 
and the accompanying inflationary pressures 
resulted in monetary policy remaining 
restrictive throughout fiscal year 1989-90. As a 
result, interest rates were higher in 1989-90 than 
in 1988-89. Given the stock of federal debt, the 
impact of these higher interest rates on debt 
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servicing costs resulted in the large increase in 
public debt charges in 1989-90. 


Program spending in 1989-90 — that is — total 
budgetary expenditure excluding public debt 
charges — advanced by 4.3 per cent. This is well 
below the 8.0 per cent advance in the gross 
domestic product and the 5.0 per cent increase 
in the consumer price index in 1989. The 
moderate increase in program expenditures 
teflects to a large extent the impact of various 
restraint measures that the government has 
introduced since November 1984. These 
Measures include the phasing-out and reduction 
of various expenditure programs, limits on 
indexation, reductions in the number of person- 
years, and other actions to control operating 
costs. Over the five years ending 1989-90, the 
annual average rate of growth in program 
spending was 3.7 per cent, compared to an 
average inflation rate of 4.3 per cent. The 
restraint in program spending has resulted in 
orogram spending, as a percentage of GDP, 


falling from 19.5 per cent in 1984-85 to 15.9 per 
cent in 1989-90, the lowest level since 1970-71. 


Nearly half of the growth in program spending 
between 1988-89 and 1989-90 was attributable 
to a 6.2 per cent increase in major transfers to 
persons. This component, which includes 
elderly benefit payments, unemployment 
insurance benefits and family allowances, 
among others, is largely demand-driven or 
formula-funded. The increase in 1989-90 
largely reflects the impact of inflation on the 
indexation formula and to a lesser extent the 
increases in underlying population bases. 


The federal government provides substantial 
financial support to other levels of government 
to assist them in carrying out programs for 
which the provinces have the primary 
responsibility, such as health care, post- 
secondary education, and social assistance. 
Major transfers to other levels of government 
consist of equalization, Established Programs 
Financing, and the Canada Assistance Plan, 
among others. Major transfers to other levels of 
government increased 6.1 per cent in 1989-90. 
Most of the increase in 1989-90 was 
concentrated in equalization transfers to lower- 
income provinces. The impact of robust overall 
growth in provincial revenues in 1989, and in 
prior years as well, has resulted in significantly 
higher equalization payments to the provinces. 
Payments under the Canada Assistance Plan 
continued to grow strongly in 1989-90, 
reflecting an increase in provincial spending on 
eligible programs. In contrast, direct cash 
transfers to the provinces under the Established 
Programs Financing were lower in 1989-90 than 
in the previous year, despite the fact that total 
entitlements under this program are about 6 per 
cent higher. Total entitlements are sourced 
through a combination of tax point transfers and 
direct cash transfers. The lower cash payments 
reflect prior-year adjustments, coupled with the 
strength in tax bases throughout 1989-90 with 
the result that a larger portion of the overall 
transfer to the provinces was made through an 
increase in the value of the tax points. 
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The decline in 1989-90 in other major subsidy 
and transfer payments primarily reflects 
developments in the agricultural and energy 
sectors. No net payments were made under 

the Western Grain Stabilization Act in 

1989-90, while payments under the Western 
Transportation Act were lower due to a decline 
in grain shipments. Energy subsidies were 
lower, reflecting the termination of the 
Canadian Exploration and Development 
Incentives Program. The impact of these lower 
transfers was partially offset by increased 
transfers to natives and to regional development 
agencies. Payments to major Crown 
corporations were also lower in 1989-90, due to 
the expenditure restraint measures announced in 
previous budgets. The April 1989 budget 
reduction measures restrained the growth in 
spending in Defence and Official Development 


Growth in Program Spending 
1984-85 to 1989-90 


annual average per cent change 


Average rate 
of inflation 
4.3 per cent 


Defence Transfer Transfer ODA _ Subsidies Other Crown 
to to other and gov't corpo- 
persons levels of other operations rations 

gov't* transfers 


* Direct cash transfers only. 


Assistance. The increase in other government 
operations primarily reflects the impact of 
retroactive wage settlements and a higher-than- 
normal lapse in 1988-89. 


Financial Requirements 


The government’s net financial requirements 
reflect not only the difference between 
budgetary revenues and expenditures, but also 
the net source of funds generated in non- 
budgetary transactions. In 1989-90, non- 
budgetary transactions provided the government 
with a net source of funds amounting to 

$8.5 billion, up $1.7 billion from that provided 
in 1988-89. Most of the increase was due to the 
encashment in November 1988 of the accrued 
interest on the 1981 series of Canada Savings 
Bonds, which lowered the overall net source of 
funds in 1988-89. 


As result, financial requirements, excluding 
foreign exchange transactions, were estimated at 
$20.5 billion, $1.5 billion lower than the 
1988-89 requirements. There was a $0.7 billion 
net requirement in 1989-90 for foreign 
exchange transactions, down considerably from 
the net requirement of $5.7 billion in 1988-89. 
Total financial requirements in 1989-90, 
therefore, were $21.2 billion, down $6.5 billion 
from 1988-89. The 1989-90 requirements were 
financed by unmatured debt transactions of 
$20.8 billion ($28.0 billion in 1988-89) and a 
drawdown in cash balances of $0.3 billion. 
Cash balances at March 31, 1990 stood at 

$1.5 billion. 


Canada-United States Comparison 


There are several differences in federal 

accounting practices in Canada and the United 
States which make the public accounts deficit in) 
Canada not comparable with the deficit on a 
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unified budget basis in the United States. The 
unified budget balance in the United States 
includes sources of funds arising from certain 
trust funds. In Canada, these sources of funds 
are not included in the public accounts deficit, 
but are included in financial requirements. Thus, 
the appropriate fiscal comparison is between the 
Canadian financial requirements and the U.S. 
unified budget deficit. 


On this basis, financial requirements in Canada, 
relative to the size of the economy, declined 
from a peak of 6.7 per cent in 1984-85 (fiscal 
year ending March 31) to 3.1 per cent in 
1989-90. In the United States, the unified 
budget deficit is projected, by the U.S. Office of 
Management and Budget, to decline from the 
peak of 6.2 per cent in their fiscal year 1983 
(fiscal year ending September 30) to 4.0 per 
cent in their fiscal year 1990. On this 
comparable basis, the fiscal position in Canada 
is now lower than that in the United States and 
has made more improvement and over a shorter 
time span. In Canada, program spending, as a 
percentage of the economy, has declined from a 
peak of 19.5 per cent in 1984-85 to 15.9 per 
cent in 1989-90, while in the United States, 


program spending has declined from a peak of 
21.4 per cent in fiscal year 1983 to 19.3 per cent 
in fiscal year 1990. 


Canada-U.S. Comparison 
Financial Requirements vs Unified Budget Deficits 
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Sources: Department of Finance, U.S. Office of Management 
and Budget. 


Accounting Changes 


In the February 1986 budget, the government 
introduced a number of accounting changes in 
response to certain reservations expressed by 
_the Auditor General in his annual opinions on 
the government’s financial statements. These 
accounting changes included the consolidation 
_of anumber of specified purpose accounts with 
the Accounts of Canada and the classifying of 
loans to developing countries as budgetary 
rather than non-budgetary to better reflect the 
concessional aspects of such loans. 


However, the Auditor General has continued to 
express three reservations with respect to the 


financial statements of the government. These 
are: 


¢ the failure to include Crown corporations in 
the financial statements; 


¢ the failure to fully record liabilities in respect 
of indexing employee pensions; and 


¢ the failure to provide an appropriate 
allowance for Crown corporation borrowings, 
relating to receivables from sovereign states. 


Since the February 1986 budget, the Standing 
Committee on Public Accounts has studied 
the issues which gave rise to the Auditor 
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General’s reservations and has issued reports 
recommending changes to the government’s 
accounting practices. The committee has 
recommended that the Minister of Finance and 
the President of the Treasury Board introduce 
accounting policy changes that would permit the 
Auditor General to remove his reservations on 
the government’s audited financial statements. 
In addition, the Canadian Institute of 
Chartered Accountants has recently released 
recommendations on accounting for certain of 
these issues. 


The government has reviewed the various 
reports and recommendations and agrees that 
certain accounting changes are in order. In the 
Public Accounts for 1989-90, scheduled for 
release in the fall of 1990, the government will 
introduce a number of accounting changes, 
which it believes will adequately address the 
concerns of the Auditor General. These include 
the consolidation in the financial statements of 
the activities of Crown corporations which rely 
heavily on government financial assistance and 
the recognition of an allowance for the full 
liability related to the indexed portion of the 
government’s employee pension accounts. The 


government continues to hold the view that all 
sovereign loans are ultimately collectible. 
However, the government considers it prudent 
to establish an allowance for general 
contingencies in light of evolving international 
strategies to address the international debt 
problem. In addition, the government will also 
treat all non-tax revenues on an accrual basis of 
accounting, rather than on a cash basis, and 
classify outstanding bonds issued to the Canada 
Pension Plan Account as part of unmatured 
debt rather than as part of non-budgetary 
transactions. 


These accounting adjustments will be reflected 
in the Accounts of Canada on a retroactive 
basis, in recognition of when the events giving 
rise to the adjustments occurred. As a result of 
these changes, the accumulated deficit or net 
debt will be increased by about $9 billion, with 
a significant portion of this increase occurring 
during the high inflation experience of the early 
1980s. The impact on reported outcomes prior 
and subsequent to that period are marginal. The 
impact on the future years’ deficits and financial 
requirements will depend upon developments at 
that time. 


The information in this Monitor is based on preliminary financial results for 1989-90. For further information contact: 
P. DeVries at 996-7397. Cet imprimé est également offert en frangais. 
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Highlights of Financial eels for April to June 1990 


September 1990 


¢ Inthe first quarter of fiscal year 4 990- 9] (April to June), the federal deficit, on a public accounts basis, 
amounted to $3.7 Ditton, $ i on lower than that recorded in the corresponding period a 1989-90. 


2 The operating balance rec 


a sus of $6.9 billion, up $4. 0 billion from the surplus hecoided i in the 
first quarter of 1989-90. 


Summary developments over the course of 1990-91. While 
higher-than-expected interest rates since the 
February 1990 budget will put upward pressure 
on public debt charges, the strong growth in 


In the first quarter of fiscal year 1990-91 (April 
to June), the budgetary deficit was $3.7 billion, 
$2.9 billion lower than that recorded in the budgetary revenues will provide some offset on 
corresponding period of 1989-90. The marked the budgetary deficit. ERA 
improvement in the deficit, on a year-over-year | fscihons Sion 
basis, primarily resulted from strength in personal 


income, which positively affected personal income The Federal Deficit vo 9 M 

tax collections, and unemployment insurance 1989-90 and 1990-91 |) ( °©F | 8 i999 
contributions. The operating balance improved by Year to Date \S. © y 
$4.0 billion relative to that recorded in the é 4 
corresponding period in 1989-90, as budgetary billions of dollars 

revenues increased significantly faster than 

program spending. [1989-90 

Financial requirements, excluding foreign exchange [Bl 1990-91 


transactions, are estimated at $4.1 billion in the first 
quarter of 1990-91, $3.2 billion lower than that 
recorded in the first quarter of 1989-90. Foreign 
exchange transactions in the first quarter of 1990-91 
resulted in a net source of $0.5 billion, compared to 
a net requirement of $0.6 billion in the same period 
last year. As a result, total financial requirements, 
including foreign exchange transactions, are 
estimated at $3.6 billion for the first quarter of 
1990-91, down $4.3 billion from the first quarter 

- 1989-90 requirements. 


Quarterly figures can exhibit wide fluctuations, 


_ given the uneven timing of certain payments and Apr. Apr. Apr. Apr. Fiscal 
receipts and the effective dates of policy measures. to to to to year* 

_ The outcome for the year as a whole will be June Sept. Dec. March 
dependent on economic conditions and interest rate * Estimate. 
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Table 1 


Summary Statement of Transactions 


> 


. Budgetary transactions 
1. Revenues 
2. Program spending 


3. Operating balance 
4. Public debt charges 
5. Deficit 


jee) 


. Non-budgetary transactions 
6. Loans, investments and advances 
7. Specified purpose accounts 
8. Other transactions 


9. Net source(+)/requirement(-) 


© 


. Financial requirements (excluding 
foreign exchange transactions) 


o 


. Foreign exchange transactions: 
net source(+)/requirement(-) 


™ 


. Total financial requirements 


a) 


Unmatured debt transactions 


Q 


. Cash balance at end of period 


Table 2 


Budgetary Revenues and Expenditures 


A. Budgetary revenues 

Personal income tax 

Corporate income tax 

Unemployment insurance contributions 
Sales and excise taxes/duties 

Other revenues 


GN Ces EIS 


Total budgetary revenues 


io) 


; mba eld expenditures 
Major transfers to persons: of which 
— Unemployment insurance 
program payments 
— Old age security benefits 
— Family allowances 


2. Major transfers to other levels 
of government: of which 
— Established Programs Financing !) 
— Fiscal transfers 
— Canada Assistance Plan 


Major subsidies and other transfers 
Major payments to Crown corporations 
Defence 

Official Development Assistance(2) 
Other government operations 


Total program expenditures 


SD ED SQM 


Public debt charges 
10. Total budgetary expenditures 


(1) Cash portion only. Total EPF cash and tax transfers are up | per cent in 1990-91. 
(2) Budgetary cash portion only. 


April to June 
1989-90 1990-91 
(millions of dollars) 
25,072 30,440 
-22,216 -23,548 
2,856 6,892 
-9,425 -10,582 
-6,569 -3,690 
-86 -286 
1,971 3,472 
-2,579 -3,589 
-694 -403 
-7,263 -4,093 
-631 531 
-7,894 -3,562 
8,248 4,036 
2,189 1,986 
April to June 
1989-90 1990-91 
(millions of dollars) 
11,982 16,088 
2,505 2,394 
2,473 3,089 
6,409 6,831 
1,703 2,038 
2072. 30,440 
8,883 9,620 
2,990 3,493 
3,895 4,146 
658 675 
6,015 6,004 
2,365 1,996 
2,279 2,380 
e237) 1,499 
1,574 Nei 
998 1,131 
1,908 2,081 
342 301 
2,496 2,640 
22,216 23,548 
9,425 10,582 
31,641 34,130 


Per cent 
change 


Per cent 
change 
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5 billions of dollars 


fH Operating balance 
Deficit 


1989-90 


1990-91 


Budgetary Revenues 


During the first quarter of 1990-91, budgetary 
revenues advanced 21.4 per cent on a year-over-year 
basis. The increase primarily reflects developments 
affecting personal income tax collections and 
unemployment insurance contributions. The strong 
growth in personal incomes in the first half of 1990 
(up 9 per cent over the comparable 1989 period) 
contributed to the increase of 34.3 per cent in 
personal income tax collections. In addition, the 
year-over-year increase in personal income tax 
collections was affected by the transitional impact of 
personal income tax reform, which dampened the 
growth in collections in the first quarter of 1989-90. 
The increase in unemployment insurance 
contributions reflects a number of factors, notably 
the increases in premium rates and in maximum 
insurable earnings effective January 1990. 


_ Sales and excise taxes and duties, which include the 


federal manufacturers’ sales tax, customs import 
duties, and excise taxes, increased by 6.6 per cent on 
a year-over-year basis. The manufacturers’ sales 
tax, which after personal income tax collections 
is the largest component of budgetary revenues, 
is scheduled to be replaced by the Goods and 


_ Services Tax, effective January 1, 1991. 


Other revenues, consisting primarily of return 
On investments, other non-tax revenues, and 


non-resident taxes increased by 19.7 per cent, with 
most of the increase attributable to the impact of 
interest rates on the interest sensitive components 
of return on investments. 


Corporate profits were down 23 per cent in the first 
half of 1990, compared to the same period in 1989, 
thereby explaining the weakness in corporate income 
tax collections. Offsetting some of the impact of the 
lower corporate profits was the effect of corporate 
income tax reform introduced in 1988 and the 
introduction of the Large Corporations Tax. 


Budgetary Expenditures 


In the first quarter of 1990-91, budgetary 
expenditures were up 7.9 per cent, on a year-over- 
year basis. Public debt charges, the largest single 
component of budgetary expenditures, advanced by 
12.3 per cent. The increase in public debt charges 
reflects the compounding effect of the increases in 
interest rates and the increase in the stock of debt. 


Program spending advanced by 6.0 per cent in the 
first quarter of 1990-91, compared to the same 
period in 1989-90. Growth in spending on major 
transfers to persons was concentrated in higher 
unemployment insurance program and elderly 
benefit payments. The increase in unemployment 
insurance program benefits was due to increases in 


Budgetary Revenues: 
1989-90 and 1990-91 


April to June Year-Over- Year Growth 


per cent change 


Personal 
income tax 
ab) 
Corporate 
income 
tax 
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both average benefits and in the number of 
beneficiaries. The increase in elderly benefits 
reflected increases in both average benefits, which 
are indexed to quarterly changes in the consumer 
price index, and the eligible population base. 


The decline in major transfers to other levels of 
government was due to the Expenditure Control Plan 
announced in the February 1990 budget, which held 
the per capita Established Programs Financing (EPF) 
transfer to the 1989-90 level. As a result, total EPF 
entitlements are expected to increase by only | per 
cent in 1990-91. EPF entitlements are paid in the 
form of tax point transfers and cash. As the value of 
tax transfers is unaffected by this measure, this 
restraint initiative impacts only on cash transfers and 
accounts for the 15.6 per cent decline in cash 
transfers. Fiscal transfers, consisting primarily of 
equalization transfers to lower-income provinces, 
were up 4.4 per cent. Transfers under the Canada 
Assistance Plan were affected by the timing of 
payments. 


Budgetary Expenditures: 
1989-90 and 1990-91 


April to June Year-Over-Year Growth 


per cent change 


Publicdebt —[[_] 1989-90 


1990-91 


charges 


Program 
spending 


The growth in major subsidy and other transfer 
payments primarily reflects increased transfers to 
natives and to railways under the Western Grain 
Transportation Act. 


The increase in transfers to major Crown 
corporations primarily relates to the timing of 
payments to the various cultural agencies and to 
Canada Mortgage and Housing Corporation. 


The Expenditure Control Plan limits the increase in 
both defence spending and Official Development 
Assistance transfers to 5 per cent in both 1990-91 
and 1991-92. As a result, the year-over-year changes 
recorded in these two components in the first quarter 
of 1990-91 primarily reflect the timing of payments. 
The increase in spending on other government 
operations was attributable to the timing and 
recording of payments, both this fiscal year and in 
1989-90, as well as the inclusion of retroactive 
payments relating to equal pay provisions. 


Financial Requirements 


Non-budgetary transactions in the first quarter of 
1990-91 resulted in a net requirement of funds 
amounting to $0.4 billion, down $0.3 billion from 
that recorded in the corresponding period of 
1989-90. With a deficit of $3.7 billion and a net 
requirement of funds from non-budgetary 
transactions of $0.4 billion, financial requirements, 
excluding foreign exchange transactions, amounted 
to $4.1 billion in the first quarter of 1990-91, down 
$3.2 billion from the requirements in 1989-90. 
Foreign exchange transactions resulted in a net 
source of funds of $0.5 billion, compared to the 
requirement of $0.6 billion in the first quarter of 
1989-90. Total financial requirements, therefore, 
amounted to $3.6 billion in the first quarter of 
1990-91, down $4.3 billion from the 1989-90 
requirement. The 1990-91 requirement was financed 
through unmatured debt transactions of $4.0 billion 
and a drawdown of $0.5 billion in cash balances. 


The information in this Monitor is based on financial statements for the first quarter ended June 30, 1990. For further information 
contact: P. DeVries at 996-7397. Cet imprimé est également offert en francais. 
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Highlights of Financial Results for April to September 1990 


¢ In the first six months of fiscal year 1990-91 (April to September), the federal deficit, on a public 
accounts basis, amounted to $10.6 billion, $3.0 billion lower than that recorded in the 


corresponding period of 1989-90. 


¢ The operating balance recorded a surplus of $10.8 billion, up $5.3 billion from the surplus recorded 


in the first six months of 1989-90. 


* Financial requirements, excluding foreign exchange transactions, were down $2.8 billion from last 
year’s level. In contrast, as a result of foreign exchange transactions, total financial requirements, 
at $12.9 billion, were unchanged from the level recorded in the same period of 1989-90. 


Summary 


In the first six months of fiscal year 1990-91 
(April to September), the budgetary deficit was 
$10.6 billion, $3.0 billion lower than that recorded 
in the corresponding period of 1989-90. The 
marked improvement in the deficit, on a year- 
over-year basis, primarily resulted from higher 
budgetary revenues, specifically personal income 
tax collections and unemployment insurance 
premium contributions, and the effects of the 
Expenditure Control Plan introduced in the 
February 1990 budget. The operating balance 
improved by $5.3 billion relative to that recorded 
in the corresponding period in 1989-90, as 
budgetary revenues increased significantly faster 
_ than program spending. 


_ Financial requirements, excluding foreign 

_ exchange transactions, amounted to $8.6 billion in 
the first six months of 1990-91, $2.8 billion lower 
than that recorded in the same period in 1989-90. 
Foreign exchange transactions in the first six 
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Table 1 


Summary Statement of Transactions 


A. Budgetary transactions 
1. Revenues 
2. Program spending 


3. Operating balance 
4. Public debt charges 


5. Deficit 


B. Non-budgetary transactions 
6. Loans, investments and advances 
7. Specified purpose accounts 
8. Other transactions 


9. Net source(+)/requirement(-) 


C. Financial requirements (excluding 


foreign exchange transactions) 


D. Foreign exchange transactions: 


net source(+)/requirement(-) 


E. Total financial requirements 


™ 


Unmatured debt transactions 


G. Cash balance at end of period 


Table 2 


Budgetary Revenues and Expenditures 


A. Budgetary revenues 


EN SN 


Personal income tax 

Corporate income tax 

Unemployment insurance contributions 
Sales and excise taxes/duties 

Other revenues 


Total budgetary revenues 


B. Pari vera expenditures 


SD £2 SIGS 


. Major transfers to persons: of which 


— Unemployment insurance program payments 
— Old age security benefits 
— Family allowances 


Major transfers to other levels 

of government: of which 

— Established Programs Financing” 
— Fiscal transfers 

— Canada Assistance Plan 


Major subsidies and other transfers 
Major payments to Crown corporations 
Defence 

Official Development Assistance” 
Other government operations 


Total program expenditures 


Public debt charges 


10. Total budgetary expenditures 


April to September 


1989-90 1990-91 


(millions of dollars) 


51,818 60,000 
-46,257 -49,151 
5,561 10,849 
-19,132 -21,451 
-13,571 -10,602 
586 -31 
3,130 4,675 
-1,468 -2,603 
2,248 2,041 
-11,323 -8,561 
-1,548 -4,336 
-12,871 -12,897 
12,060 12,886 
1,021 1,499 
April to September 
1989-90 1990-91 


(millions of dollars) 


24,770 30,729 
4,824 4,997 
5,027 6,295 
13,430 13,944 
3,767 4,035 
51,818 60,000 
17,550 18,519 
5,436 6,198 
7,892 8,409 
1,317 1,355 
12,007 12,579 
4,653 3,975 
4,520 4,824 
2,456 2,895 
3,218 3,880 
1,816 2,074 
4,519 5,144 
909 . 825 
6,238 6,180 
46,257 49,151 
19,132 21,451 
65,389 70,602 


(1) Cash portion only. Total EPF cash and tax transfers are up 1.1 per cent in 1990-91. 
(2) Budgetary cash portion only. 


Per cent 
change 


Per cent 
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The Budgetary Deficit and 
the Operating Balance 


Year Over Year, April to September 


15 billions of dollars 


HH Operating balance 
Deficit 


1989-90 1990-91 


months of 1990-91 resulted in a net requirement 
of $4.3 billion, compared to a net requirement of 
$1.5 billion in the same period last year. As a 
result, total financial requirements, including 
foreign exchange transactions, amounted to 
$12.9 billion for the first six months of 1990-91, 
unchanged from the requirements recorded in the 
same period in 1989-90. 


Developments over the remainder of 1990-91 are 
expected to offset the improvement to date in the 
deficit. As noted in the February 1990 budget, the 
implementation of the proposed Goods and 
Services Tax on January 1, 1991 will result in 
some one-time transitional costs. For the current 
fiscal year, these include the prepayment of the 
Goods and Services Tax Credit in December 1990 
and the rebate of the federal manufacturers’ sales 
tax paid on inventories of new and used goods 
held on December 31, 1990. These transitional 
costs will reduce budgetary revenues by 

$1.8 billion in 1990-91. As well, in the final 
quarter of fiscal year 1989-90, there were a 
number of cash management initiatives affecting 
the acceleration of tax payments by individuals 


and corporations, which resulted in a one-time 
revenue gain of about $1.4 billion. There are no 
such cash management initiatives for the final 
quarter of this fiscal year. In addition, the 
economic and interest rate developments since the 
February 1990 budget will put upward pressure on 
the deficit. As indicated by the Minister of 
Finance on September 17, 1990, the higher-than- 
expected interest rates since the February 1990 
budget will put upward pressure on public debt 
charges and, therefore, the deficit. Although the 
deficit for 1990-91 is still expected to be less than 
$30 billion, the final outcome could be $1 billion 
to $1 1/2 billion above the $28.5 billion projected 
in the February 1990 budget. 


Budgetary Revenues 


During the first six months of 1990-91, budgetary 
revenues advanced 15.8 per cent on a year-over- 
year basis. The increase primarily reflects 
developments affecting personal income tax 
collections and unemployment insurance 
contributions. The strong growth in personal 
incomes in the first half of 1990 (up about 9 per 
cent over the comparable 1989 period) and lower 
personal income tax refunds were largely 
responsible for the increase of 24.1 per cent in 
personal income tax collections. Personal income 
tax refunds in the first six months of 1990-91 were 
over $1 billion lower than in the same period in 
1989-90. This was largely due to the transitional 
impact of personal income tax reform. Although 
most of the personal income tax reform measures 
became effective January 1, 1988, withholding 
tables were not adjusted until July 1, 1988, with 
the result that personal income tax refunds were 
substantially higher in the first six months of 
1989-90. The prepayment of the Goods and 
Services Tax Credit and the impact of the 1989-90 
cash management initiatives should all contribute 
to a significant slowing in the growth of personal 
income tax collections over the last half of the 
fiscal year. The increase in unemployment 
insurance contributions reflects a number of 
factors, notably the increases in premium rates 
and in maximum insurable earnings effective 
January 1990. 


Sales and excise taxes and duties, which include 
the federal manufacturers’ sales tax, customs 
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As a result of these changes in accounting policy, — a result of the accounting changes, the 

the Auditor General has removed his reservations accumulated deficit, or net debt has been increased 

on the government’s financial statements. This | by $8.4 billion, with most of the increase 

marks the first time since 1976-77 that the Auditor occurring during the high inflation experience of 

General has not expressed a reservation on the the late 1970s and early 1980s. The following 

government financial statements. table presents the adjusted deficit and net debt 
figures, in billions of dollars and as a percentage 

Consistent with accounting practices, the of gross domestic product, for the last fifteen 

accounting adjustments have been incorporated on years. The impact upon future years’ deficits and 

a retroactive basis, in recognition of when the financial requirements will depend upon 

events giving rise to the adjustments occurred. As developments at that time. 


Historical Fiscal Reference Tables 


Budgetary Program Operating Public debt Budgetary Net public 
revenues spending balance charges deficit debt 


($ M) (% GDP) ($ M) (% GDP) ($ M) (% GDP) ($ M) (% GDP) ($ M) (% GDP) ($ B) (% GDP) 


1975-76 31,657 18.5 33,906 19.8 -2,249 -1.3 3,970 2.3 6,219 3.6 83:9 19.8 
1976-77 34,408 17.4 36,479 18.4 -2,071 -1.0 4,708 2.4 6,779 3.4 40.7 20.6 
1977-78 34,626 15.9 40,003 18.4 -5,377 -2.5 5,531 2; 10,908 5.0 51.6 Zoe 
1978-79 36,974 15.3 43,049 17.8 -6,075 -2.5 7,024 0) 13,099 5.4 64.7 26.8 
1979-80 42,029 15.2 45,518 16.5, -3,489 -1.3 8,494 a1 11,983 4.3 76.7 27.8 
1980-81 48,867 15.8 52,512 16.9 -3,645 -1.1 10,658 3.4 14,303 4.6 91.0 29.4 
1981-82 60,307 16.9 60,734 17.1 -427 -0.2 15,114 4.2 15,541 4.4 106.5 PAS) 
1982-83 60,662 16.2 72,493 19.4 -11,831 -3.2 16,903 4.5 28,734 Ue 135.3 36.1 
1983-84 64,168 15.8 78,814 19.4 -14,646 -3.6 18,077 4.5 32,723 8.1 168.0 41.4 
1984-85 71,056 16.0 87,113 19.6 -16,057 -3.6 22,455, 5.0 38,512 8.7 206.5 46.4 
1985-86 76,933 16.1 86,075 18.0 -9,142 -1.9 25,441 5.3 34,583 2 241.1 40.4 
1986-87 85,931 17.0 90,006 17.8 -4,075 -0.8 26,658 Shs) 30,733 6.1 271.8 53.8 
1987-88 97,612 ee 96,785 17.6 827 0.1 29,028 Shs) 28,201 5.1 300.0 54.4 
1988-89 104,067 17.2 99,849 16.5 4,218 0.7 33,169 D2) 28,951 4.8 329.0 54.5 
1989-90 113,707 ilgiess 103,883 15.9 9,824 1.6 38,820 6.0 28,996 4.4 358.0 54.9 


The information in this Monitor is based on preliminary financial statements for the first half ended September 30, 1990. 
For further information contact: P. DeVries at 996-7397. Cet imprimé est également offert en frangais. 
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Budgetary Revenues: 
1989-90 and 1990-91 


April to September 
Year-Over-Year Growth 


per cent change 


[_] 1989-90 
[1990-91 


Personal 
income tax 


Corporate 
income 
tax 


import duties, and excise taxes, increased by 

3.8 per cent on a year-over-year basis. The 
increase in sales and excise taxes and duties is 
attributable to the April 1989 budget measures 
which increased the various sales and gasoline tax 
rates and the tobacco excise tax levies. The 
manufacturers’ sales tax which is the second 
largest component of budgetary revenues, is 
scheduled to be replaced by the Goods and 
Services Tax, effective January 1, 1991. Other 
revenues, consisting primarily of return on 
investments, other non-tax revenues, and non- 

_ resident taxes increased by 7.1 per cent, with most 
_ Of the increase attributable to the impact of interest 
_ Tates on the interest sensitive components of return 
_ On investments. 


Although corporate profits are estimated to have 
declined by 25 per cent in the first half of 1990 
compared to the same period in 1989, corporate 
income tax collections were up 3.6 per cent in the 
first six months of 1990-91. Offsetting the impact 
of the lower corporate profits to date has been the 
effect of corporate income tax reform measures 
introduced in 1988 and the introduction of the 
Large Corporations Tax. 


Budgetary Expenditures 


In the first six months of 1990-91, budgetary 
expenditures were up 8.0 per cent, on a year-over- 
year basis. Public debt charges, the largest single 
component of budgetary expenditures, advanced 
by 12.1 per cent, in sharp contrast to the increase 
of 4.4 per cent expected in the February 1990 
budget for the year as a whole. The increase in 
public debt charges reflects the compounding 
effect of the higher-than-expected increases in 
interest rates since the February 1990 budget and 
the increase in the stock of debt. 


Program spending advanced by 6.3 per cent in the 
first six months of 1990-91, compared to the same 
period in 1989-90. Growth in spending on major 
transfers to persons was concentrated in higher 
unemployment insurance program and elderly 
benefit payments. The increase in unemployment 
insurance program benefits was due to increases in 
both average benefits and in the number of 
beneficiaries. The increase in elderly benefits 
reflects increases in both average benefits, which 
are indexed to quarterly changes in the consumer 
price index, and the eligible population base. 


Budgetary Expenditures: 
1989-90 and 1990-91 


April to September 
Year-Over- Year Growth 


per cent change 


Public debt 
charges [_] 1989-90 


BB 1990-91 


Program 
spending 
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The increase in major transfers to other levels of 
government was largely due to higher Canada 
Assistance Plan transfers and to payments to 
provincial crop insurance plans. Under the Canada 
Assistance Plan, the federal government provides 
funds to provinces and territories to help them pay 
for certain social assistance benefits and services. 
Enrichments to provincial plans, as well as 
increased caseloads due to the current economic 
environment, have resulted in the higher transfers. 
Fiscal transfers, consisting primarily of 
equalization transfers to lower-income provinces, 
were up 6.7 per cent. In contrast, cash transfers 
under Established Programs Financing (EPF) 
declined, due to the Expenditure Control Plan 
announced in the February 1990 budget, which 
held per capita EPF transfers constant at the 
1989-90 levels. As a result, total EPF entitlements 
are expected to increase by only | per cent in 
1990-91. EPF entitlements are paid in the form 

of tax point transfers and cash. As the value of 
tax transfers is unaffected by this measure, this 
restraint initiative impacts only on cash transfers 
and accounts for the 14.6 per cent decline in 

cash transfers. 


The increase in major subsidy and other transfer 
payments primarily reflects developments in the 
agricultural sector, including the ad hoc assistance 
to western grain producers and higher payments to 
railways under the Western Grain Transportation 
Act. Most of the increase in the remaining 
programs in this component reflects the timing of 
payments. The increase in transfers to major 
Crown corporations primarily relates to the timing 
of payments to the various cultural agencies and to 
Canada Mortgage and Housing Corporation. In 
contrast, subsidy payments to VIA Rail and 
Canada Post Corporation were lower, reflecting 
the impact of past restraint measures. 


The Expenditure Control Plan limits the increase 
in both defence spending and Official 
Development Assistance transfers to 5 per cent 

in both 1990-91 and 1991-92. As a result, the 
year-over-year changes recorded in these two 
components in the first six months of 1990-91 
primarily reflect the timing of payments. Spending 
on other government operations was largely 
unchanged from last year’s levels. 


Financial Requirements 


Non-budgetary transactions in the first six months 
of 1990-91 resulted in a net source of funds 
amounting to $2.0 billion, down $0.2 billion 

from that recorded in the corresponding period of 
1989-90. Financial requirements, excluding 
foreign exchange transactions, therefore, 
amounted to $8.6 billion in the first six months of 
1990-91, down $2.8 billion from the requirements 
in 1989-90. 


Foreign exchange transactions resulted in a net 
requirement of funds of $4.3 billion, compared 
to a net requirement of $1.5 billion in the first 
six months of 1989-90. As a result of the higher 
foreign exchange requirements, total financial 
requirements were unchanged from last year’s 
earlier levels, at $12.9 billion. 


Revisions to Historical Data 


The Public Accounts for 1989-90 were released by 
the President of the Treasury Board on Monday, 
October 29, 1990. The Public Accounts for 
1989-90 incorporated several accounting changes, 
which addressed concerns expressed in the past 
by the Auditor General of Canada, the House of 
Commons Standing Committee on the Public 
Accounts, and the accounting profession. These 
include the consolidation in the financial 
statements of the activities of Crown corporations 
which rely heavily on the government for financial 
assistance and the recognition of an allowance for 
the liability related to the indexed portion of the 
government’s employee pension accounts. The 
government still holds the view that all sovereign 
loans are ultimately collectible. However, it 
considers it prudent to establish an allowance for 
general contingencies in the light of evolving 
international strategies to address the international 
debt problem. In addition, non-tax revenues are 
now being reported on an accrual basis of 
accounting, rather than on a cash basis, and 
outstanding bonds to the Canada Pension Plan 
Account are being treated as part of unmatured 
debt rather than as part of non-budgetary 
transactions. 
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In the first nine months of fiscal year 1990-91 
(April to December), the budgetary deficit was 
$18.9 billion, up $0.1 billion from that recorded billions of dollars 
in the corresponding period of 1989-90. The 
operating balance improved by $2.8 billion [__]1989-90 
relative to the previous year, as the growth in (1990-91 
_ budgetary revenues continued to outpace that of 30 
program spending. However, the effect of the 
improvement in the operating balance was 
completely offset by higher public debt charges, 
and as a result the deficit was virtually 
unchanged from the year earlier. 15 


The improvement in the deficit that had been 10 
_ witnessed during the first six months of 1990-91 
_ was completely offset by developments in the 

_ third quarter of the fiscal year. Most of this 

_ turnaround was attributable to developments 


: : Apr. Apr. Apr. Apr. Fiscal 
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Financial Requirements Foreign exchange transactions resulted in a net 
source of funds of $0.4 billion. As a result, 
Non-budgetary transactions in the first nine total financial requirements were virtually 
months of 1990-91 resulted in a net requirement unchanged from last year’s level, at 
for funds amounting to $0.7 billion, up $19.2 billion. Unmatured debt transactions in 
$0.3 billion from that recorded in the the first nine months of 1990-91 amounted to 
corresponding period of 1989-90. Financial $22.0 billion. Cash balances at the end of 
requirements, excluding foreign exchange December 1990 were $4.3 billion. 


transactions, therefore, amounted to 

$19.6 billion in the first nine months of 
1990-91, up $0.4 billion from the requirements 
in the corresponding period of 1989-90. 
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Budgetary Revenues: 
1989-90 and 1990-91 


April to December 
Year-Over- Year Growth 


per cent change 


30 
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Corporate 
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Indirect taxes, which include the federal 
manufacturers’ sales tax, customs import duties, 
and excise taxes, declined by 2.7 per cent on a 
year-over-year basis. The decline in this 
component is attributable to the prepayment of 
the Goods and Service Tax Credit ($0.6 billion) 
to lower- and modest-income Canadians in 
December 1990 and the weakness in consumer 
demand and business spending. The phase-out 
of tariffs under the Canada-United States Free 
Trade Agreement has also contributed to lower 
customs import duties. The replacement of the 
manufacturers’ sales tax with the Goods and 
Services Tax on January 1, 1991, will further 
dampen the overall growth in indirect taxes, as 
the manufacturers’ sales tax already paid on 
inventories of new and unused goods held on 
December 31, 1990 will be rebated. Other 
revenues, consisting primarily of return on 
investments, other non-tax revenues, and non- 
resident taxes, declined slightly. 


Although corporate profits have declined by 
almost 25 per cent in 1990 compared to 1989, 


corporate income tax collections are down by 
only 3.4 per cent in the first nine months of 
1990-91. Offsetting the impact of the lower 
corporate profits to date has been the effect of 
corporate income tax reform measures 
introduced in 1988 and the introduction of the 
Large Corporations Tax. 


Budgetary Expenditures 


In the first nine months of 1990-91, budgetary 
expenditures were up 7.9 per cent, on a 
year-over-year basis. Public debt charges, the 
largest single component of budgetary 
expenditures, advanced by 9.9 per cent, in sharp 
contrast to the increase of 4.4 per cent expected 
in the February 1990 budget for the year as a 
whole. The increase in public debt charges 
reflects the compounding effect of the higher- 
than-expected interest rates since the February 
1990 budget and the increase in the stock 

of debt. 
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Program spending advanced by 7.0 per cent in 
the first nine months of 1990-91, compared to 
the same period in 1989-90. Growth in 
spending on major transfers to persons was 
concentrated in higher unemployment insurance 
program, up 19.3 per cent over year earlier. 
Program spending, excluding unemployment 
insurance benefits, increased by 5.4 per cent. 
The increase in unemployment insurance 
program benefits was due to increases in both 
average benefits and in the number of 
beneficiaries. Elderly benefit payments were up 
6 per cent, reflecting increases in both average 
benefits, which are indexed to quarterly 
changes in the consumer price index, and the 
eligible population base. 


The increase in major transfers to other levels 
of government was largely due to higher 
Canada Assistance Plan transfers. Under the 
Canada Assistance Plan, the federal government 
provides funds to provinces and territories to 
help them pay for certain social assistance 
benefits and services. Enrichments to provincial 
plans, as well as increased caseloads due to the 
current economic environment, have resulted in 
the higher transfers. Fiscal transfers, consisting 
primarily of equalization transfers to lower- 
income provinces, were up 5.2 per cent. 


In contrast, cash transfers under Established 
Programs Financing (EPF) declined, due to the 
Expenditure Control Plan announced in the 
February 1990 budget, which held per capita 
EPF transfers constant at the 1989-90 levels. 
As a result, total EPF entitlements are expected 
to increase by only 1 per cent in 1990-91. EPF 
entitlements are paid in the form of tax point 
transfers and cash. As the value of tax transfers 
is unaffected by this measure, this restraint 
initiative impacts only on cash transfers and 
accounts for the 11.1 per cent decline in 

cash transfers. 


The decline in major subsidy and other transfer 
payments primarily reflects developments in the 
agricultural sector, reflecting both the timing of 
payments as well as the impact of new cost- 
sharing programs with the provinces. Grants 
and contributions to Indian and Inuit programs 
are up substantially, while the increase in 
transportation reflects higher payments to 
railways under the Western Grain 
Transportation Act. Most of the increase in the 
remaining programs in this component reflects 
the timing of payments. 


The increase in transfers to major Crown 
corporations primarily relates to the timing of 
payments to the various cultural agencies and to 
Canada Mortgage and Housing Corporation. In 
contrast, subsidy payments to VIA Rail and 
Canada Post Corporation were lower, reflecting 
the impact of past restraint measures. 


Defence spending is up due mainly to the timing 
of payments associated with capital spending 
and incremental costs associated with activities 
related to the Gulf. Defence spending for the 
year as a whole is expected to be $350 million 
higher than budgeted due to the war in the Gulf. 


The Expenditure Control Plan limits the 
increase in Official Development Assistance 
transfers to 5 per cent in both 1990-91 and 
1991-92. The increase in spending on other 
government operations was largely due to 
retroactive equal pay payments and 
administration costs associated with 
implementation of the Goods and Services Tax, 
along with the timing of various other 
payments. For the rest of the fiscal year, 
spending on other government operations will 
be restrained in order to offset the funding 
provided to Defence for its Gulf activities. 
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_ Highlights of Financial Results for April 1990 to March 1991 


_ ¢ The deficit, prior to standard supplementary period accounting adjustments, was $27.6 billion, 
_ $3.6 billion higher than that recorded i in the comparable period in 1989-90. 


- ¢ Full-year deficit results for 7 990-91 will not be available until the supplementary period adjustments 
are fully incorporated into the financial data. However, results to date suggest that the final deficit 
outcome for 1990-91 should be consistent with the February 1991 budget estimate of $30.5 billion. 


* Goods and Services Tax revenues are currently $0.4 billion higher than estimated in the 
February 1 991 budget due to timing of receipts relating to the distribution of filers. 


¢ For the 1 990-91 fiscal year as a whole, fi nancial requirements, excluding foreign exchange 
transactions, are estimated at $24.5 billion, up $4.1 billion from the amount required in 1989-90, 
and $0.7 billion higher than the February 1991 budget estimate. 


Summary 


Over the period April 1990 to March 1991, the 
budgetary deficit was $27.6 billion, $3.6 billion 
higher than that recorded in the corresponding 
period of 1989-90. These results, however, are 
not the full-year deficit results for fiscal year 
1990-91. Still to be determined are the standard 
accounting adjustments recorded in the 
“supplementary period”. Consistent with the 
government’s accounting principles, these 
“supplementary period” adjustments primarily 
reflect the recording of the costs of goods and 
services provided to the government prior to the 
end of March. Adjustments are also made to 


| budgetary revenues, primarily to reflect cash in 
transit at year end. The supplementary period 
adjustments can vary significantly from year to 
| year and in the past, have ranged from 


$3.1 billion in 1986-87 to $5.0 billion in 1989-90. 


_ In fiscal year 1990-91, the deficit in the 


supplementary period is expected to be at the low 
end of this range. The March 1991 revenue and 
deficit results were adversely affected by the 
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Table 1 


Summary Statement of Transactions 


A. Budgetary transactions 
1. Revenues 
2. Program spending 


3. Operating surplus 
4. Public debt charges 


5. Deficit 


B. Non-budgetary transactions 
6. Loans, investments and advances 
7. Specified purpose accounts 
8. Other transactions 


9. Net source(+)/requirement(-) 


. Foreign exchange transactions: net source(+)/requirement(-) 
Total financial requirements 


Unmatured debt transactions 


@) gst lel ie} © 


. Cash balance at end of period 


Table 2 


Budgetary Revenues and Expenditures 


A. Budgetary revenues 

Personal income tax 

Corporate income tax 

Unemployment insurance contributions 
Sales and excise taxes/duties 

Other revenues 


CC 


Total budgetary revenues 


B. Budgetary expenditures 
1. Major transfers to persons: of which 
— Unemployment insurance program payments 
— Old age security benefits 
— Family allowances 


2. Major transfers to other levels 
of government: of which 
— Established Programs Financing” 
— Fiscal transfers 
— Canada Assistance Plan 


. Major subsidies and other transfers 

. Major payments to Crown corporations 
Defence 

. Official Development Assistance” 
Operations of government 


co NANAW 


. Total program expenditures 
9. Public debt charges 
10. Total budgetary expenditures 


(1) Cash portion only. Total EPF cash and tax transfers are up | per cent in 1990-91. 


(2) Budgetary cash portion only. 


. Financial requirements (excluding foreign exchange transactions) 


1989-90 


April to March 


1990-91 


(millions of dollars) 


112,957 
98,135 


14,822 
38,767 


-23,945 


677 
5,602 
22/727 
3,552 
-20,393 
-718 
Ori! 
20,814 


1,534 


1989-90 


T9529 
104,218 


15,111 
42,675 


-27,564 


65 
6,407 
-3,374 
3,098 
-24,466 
-4,900 
-29,366 
30,523 


2,666 


April to March 


1990-91 


(millions of dollars) 


52,293 
125557) 
10,731 
27,682 

9,694 


112,957 


31,926 
11,850 
16,149 

2,653 


23,554 
8,829 
9,839 
4,885 


8,329 
4,194 
10,248 
2,272 
17,612 


98,135 
38,767 
136,902 


25,609 
10,410 


119,329 


seieu/7/ 
14,388 
W277 

2,736 


23,899 
7,895 
10,014 
5,990 


7,869 
4,363 
11,184 
2,187 
19,139 


104,218 
42,675 
146,893 


Per cent 
change 


Pe |e 
molVya 


ve 
= 


wey 


ewmonn N-S- 
SYK ON DADAM 


oo 


| : 


af 
wl] w& 


The Budgetary Deficit and 
the Operating Balance 


1989-90 and 1990-91 
Year Over Year, April to March 
billions of dollars 


Operating balance 
Deficit 


1990-91 


1989-90 


timing of the Easter holiday, which fell at the end 
of March, resulting in a delay in the receipt of 
revenues from the last week of March to the first 
week of April. However, as these revenues relate 
to fiscal year 1990-91, they will be recorded in 
the supplementary period and result in a lower- 
than-usual supplementary period deficit. 


All of the year-over-year deterioration in the 
deficit was attributable to higher public debt 
charges, as the operating surplus — the difference 
between budgetary revenues and program 
spending — improved by $0.3 billion. Once the 
“supplementary period” adjustments are taken 
into account, the deficit for the year as a whole 
should be in line with the February 1991 budget 
estimate of $30.5 billion. 


Financial requirements are largely unaffected by 
the “supplementary period” adjustments. 
Preliminary results for fiscal year 1990-91 
indicate that financial requirements, excluding 


foreign exchange transactions, were $24.5 billion. 
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These results are $0.7 billion higher than the 
February 1991 budget estimate. The higher 
requirement was largely related to the delay in 
the receipt of certain revenues due to the Easter 
holiday. This, however, should not have an 
adverse impact on the final deficit outcome for 
1990-91, as these revenues will be credited to 
budgetary revenues in the “supplementary 
period”. 


Foreign exchange transactions in 1990-91 
resulted in a net requirement of $4.9 billion, 
compared to a requirement of only $0.7 billion in 
1989-90. As a result, total financial requirements, 
including foreign exchange transactions, are 
estimated at $29.4 billion for 1990-91, up 

$8.3 billion from the 1989-90 requirements. 


Budgetary Revenues 


Budgetary revenues over the April 1990 to March 
1991 period have been affected by a number of 
factors, including the impact of personal income 
tax reform, the transition to the Goods and 
Services Tax (GST), changes to the financing of 
the unemployment insurance program, and the 
recession. On a year-over-year basis, budgetary 
revenues are up 5.6 per cent. 


Lower personal income tax refunds and 
continued growth in personal incomes during 
calendar year 1990 (up about 7 1/2 per cent over 
the comparable 1989 period) were largely 
responsible for the 13.9 per cent increase in 
personal income tax collections. Personal income 
tax refunds in the April 1990 to March 1991 
period were over $1 billion lower than in the 
same period in 1989-90. This was largely due to 
the transitional impact of personal income tax 
reform. Although most of the personal income 
tax reform measures became effective January 1, 
1988, withholding tables were not adjusted until 
July 1, 1988, with the result that personal income 
tax refunds were substantially higher in 1989-90. 


In contrast, corporate income tax revenues were 
down 12.0 per cent. The recession is having a 
pronounced effect on corporate profits. Rising 
unit labour costs and weakening demand have 
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payments to VIA Rail and Canada Post 
Corporation were lower, reflecting the impact of 
past restraint measures. 


The increase in defence spending reflects the 
formula-funded nature of the program, as well as 
the incremental costs associated with activities 
related to the hostilities in the Gulf. Assistance to 
developing countries under Official Development 
Assistance declined on a year-over-year basis, 
due solely to the timing of payments. Total 
assistance for the year as a whole is expected to 
grow, as specified under the Expenditure Control 
Plan. Although spending on other government 
operations was up 8.7 per cent, most of this 
increase was attributable to the timing and 
recording of payments, both this fiscal year and 
in 1989-90. It is expected that the year-over-year 
growth in this component will moderate in the 
supplementary period, bringing the results for the 
year as a whole in line with the February 1991 
budget estimate. 


Total budgetary expenditures to date appear to be 
consistent with the February 1991 budget 
projection. The Expenditure Control Plan, first 
introduced in the February 1990 budget, has 
effectively restrained the growth in many 
components of program spending. In addition, the 
decline in interest rates since May 1990 has 
dampened the growth in public debt charges. 


Financial Requirements 


Non-budgetary transactions for the April 1990 
to March 1991 period resulted in a net source 

of funds amounting to $3.1 billion, down 

$0.5 billion from that recorded in the 
corresponding period of 1989-90. With a deficit 
of $27.6 billion and a net source of funds from 
non-budgetary transactions of $3.1 billion, 
financial requirements, excluding foreign 
exchange transactions, amounted to $24.5 billion 
in 1990-91, up $4.1 billion from 1989-90 and 
$0.7 billion higher than the February 1991 budget 
estimate for 1990-91. The higher-than-expected 
outcome appears to be largely due to the timing 
of receipts and, as a result, the deficit outcome 
for 1990-91 should be consistent with the 
February 1991 budget estimate. 


In 1990-91, foreign exchange transactions 
resulted in a net requirement of $4.9 billion, in 
sharp contrast to the requirement of only 

$0.7 billion in 1989-90. Foreign exchange 
transactions are primarily directed towards 
promoting orderly conditions in the Canadian 
dollar exchange market. 


Total financial requirements, therefore, amounted 
to $29.4 billion in 1990-91, up $8.3 billion from 
the 1989-90 requirement. The 1990-91 
requirement was financed through unmatured 
debt transactions of $30.5 billion. Cash balances 
as of March 31, 1991 stood at $2.7 billion. 


The information in this Monitor is based on preliminary financial results for the period ended March 31, 1991. For further 
information contact: P. DeVries at 996-7397. Cet imprimé est également offert en francais. 


Ae Department of Finance Ministére des Finances 


Canada Canada 


The Fiscal Monitor 


Budgetary Expenditures 


Budgetary expenditures were up 7.3 per cent, on 
a year-over-year basis. Public debt charges, the 
largest single component of budgetary 
expenditures, advanced by 10.1 per cent, while 
program spending was up 6.2 per cent. The 
increase in public debt charges reflects the 
compounding effect of the high interest rates in 
the first half of 1990, coupled with the increase in 
the stock of debt. Since May 1990, short-term 
interest rates have declined by more than 475 
basis points. This decline in interest rates will 
dampen future increases in public debt charges. 


The year-over-year increase in program 
spending was largely attributable to the surge in 
unemployment insurance benefits as a result of 
the recession. With the economy in recession, 
unemployment insurance benefits are up 

21.4 per cent, with about two-thirds of the 
increase attributable to advances in the number 
of beneficiaries, primarily in Ontario, and the 
remainder due to increases in the average 
weekly benefit rate. Among the other programs 


Budgetary Expenditures: 
1989-90 and 1990-91 
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Year-Over- Year Growth 


per cent change 
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Public debt 
charges 


Program 
spending 


within major transfers to persons, elderly 
benefit payments were up 6.1 per cent, 
reflecting increases in both average benefits, 
which are indexed to quarterly changes in the 
consumer price index, and the eligible 
population base. 


The increase in major transfers to other levels of 
government was largely due to higher Canada 
Assistance Plan transfers. Under the Canada 
Assistance Plan, the federal government provides 
funds to provinces and territories to help them 
pay for certain social assistance benefits and 
services. Prior-year adjustments, especially to 
Ontario, as well as increased caseloads due to the 
current economic environment, have resulted in 
the higher transfers. Fiscal transfers, consisting 
primarily of equalization transfers to lower- 
income provinces, were up only 1.8 per cent, due 
to the impact of large one-time payments in 
1989-90 relating to underpayments in previous 
years. Cash transfers under Established Programs 
Financing (EPF) declined, due to the Expenditure 
Control Plan announced in the February 1990 
budget, which held per capita EPF transfers 
constant at the 1989-90 levels. As a result, total 
EPF entitlements are expected to increase by only 
1 per cent in 1990-91. EPF entitlements are paid 
in the form of tax point transfers and cash. As the 
value of tax transfers is unaffected by this 
measure, this restraint initiative impacts only on 
cash transfers and accounts for the 10.6 per cent 
decline in cash transfers. 


The decline in major subsidy and other transfer 
payments primarily reflects lower grants and 
contributions to the agricultural sector and for 
regional development. The decline in agricultural 
transfers was largely due to the timing of 
payments as well as the impact of new cost- 
sharing programs with the provinces, while the 
decline in regional development transfers reflects 
a lower take-up due to the recession. In contrast, 
grants and contributions to Indian and Inuit 
programs were up substantially. The increase in 
transfers to major Crown corporations was 
attributable to higher payments to the various 
cultural agencies and to Canada Mortgage and 
Housing Corporation. In contrast, subsidy 
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Budgetary Revenues: 
1989-90 and 1990-91 


April to March 
Year-Over-Year Growth 


per cent change 


Personal 
income tax 
15 Corporate 
income 
tax 


[_] 1989-90 
a [1990-91 


left corporate profit margins at their lowest levels 
since the 1981-1982 recession. Corporate profits 
have declined steadily since the third quarter of 
1988 and by the end of 1990 were 40 per cent 
below their pre-recession peak. However, the 
decline in collections to date has been less than 
the cumulative decline in profits, owing to the 
impact of the base-broadening measures 
introduced as part of the 1988 Income Tax 
Reform and the introduction of the Large 
Corporations Tax. 


Beginning in 1990, the financing provisions of 
the unemployment insurance program changed, 
whereby the full cost of the program is financed 
through employee-employer premiums. This 
change in financing was to be phased in over 
three years. Previously, the federal government 
financed certain components of the program. As a 
result, premium rates were increased, effective 
January 1, 1990, which accounts for most of the 
year-over-year advance in unemployment 
insurance contributions. 


Sales and excise taxes and duties, which include 
the federal manufacturers’ sales tax (FST), the 
GST, customs import duties, and excise taxes, 
declined by 7.5 per cent on a year-over-year 
basis. This decline is largely attributable to the 
transitional costs associated with the replacement 
of the FST with the GST. As detailed in both the 
February 1990 and February 1991 budgets, these 
costs include the prepayment of the Goods and 
Services Tax Credit ($0.6 billion) to lower- and 
modest-income Canadians in December 1990 and 
the rebate of FST paid on inventories of new and 
unused goods held on December 31, 1990 

($1.2 billion). In addition, the impact of the 
recession on consumer demand and the phase-out 
of tariffs under the Canada-United States Free 
Trade Agreement have also contributed to lower 
revenues in this component. GST revenues 
collected in the last fiscal quarter of 1990-91 — 
($2.2 billion) were higher than estimated in the 
February 1991 budget ($1.8 billion). However, 
the higher-than-estimated revenues appear to 
relate to the timing of receipts, rather than to any 
underestimation of the GST tax base. In this 
context, there are three classes of GST filers — 
monthly, quarterly, and annual. There are more 
monthly filers than originally estimated, with a 
corresponding decline in quarterly filers. As a 
result, monies expected from quarterly filers in 
April 1991 were in fact received in February 
and March, resulting in an acceleration in GST 
revenue collections. 


The year-over-year increase in other revenues 
reflects higher earnings from the activities of the 
Exchange Fund Account. 


The year-to-date result for total budgetary 
revenues appears to be consistent with the 
February 1991 budget estimate for the year as a 
whole. The Easter holiday, which fell at the end 
of March, resulted in a delay in the receipt of 
some revenues. These revenues, which relate to 
the 1990-91 fiscal year, will be recorded in the 
“supplementary period” and credited to the 
1990-91 fiscal year, and should bring the final 
budgetary revenue outcome for 1990-91 in line 
with the February 1991 budget estimate. 
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Summary 


In the first quarter of fiscal year 1991-92 (April 
to June), the budgetary deficit was $9.4 billion, 
$5.7 billion higher than that recorded in the 
corresponding period of 1990-91. This 
deterioration in the deficit, on a year-over-year 
basis, largely resulted from the lagged effects of 
the recession on both budgetary revenues and 
program spending, as well as the transitional 
costs associated with replacing the federal 
manufacturers’ sales tax (FST) by the Goods and 
Services Tax (GST) and the timing of receipts and 
payments. Dampening the overall impact of these 
factors on the deficit was a decline in public debt 
charges, reflecting the sharp decline in interest 
rates since May 1990. 


These developments were largely expected and are 
consistent with the February 1991 budget deficit 
forecast of $30.5 billion for the 1991-92 fiscal 
year. On a year-over-year basis, the deficit should 
begin to decline in the second half of 1991-92, 
reflecting the continued improvement in the 
economy, the ending of the transitional costs 
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Table 1 


Summary Statement of Transactions 


April to June 
en ee ee 
1988-89 1989-90 1990-91 1991-92 


(millions of dollars) 


A. Budgetary transactions: 


y Eheaie odin S454 Bett: 33's48 56349 
4: Public debt charges 808 9:05 10.582 10.365 
5. Deficit -5,935 -6,569 -3,690 -9,351 
B. Non-budgetary transactions: 
net source(+)/requirement(-) 644 -694 -789 -2,555 
C. Financial requirements (excluding 
foreign exchange transactions) -5,291 -7,263 -4,479 -11,906 
D. Foreign exchange transactions: 
net source(+)/requirement(-) -3,094 -631 S383! 1,484 
E. Total financial requirements -8,385 -7,894 -3,948 -10,422 
Unmaitured debt transactions DT 8,248 4,422 8,457 
G. Cash balance at end of period 2,546 2,189 1,986 606 
Table 2 


Budgetary Revenues and Expenditures 


April to June 


Per cent 
1990-91 1991-92 change 
(millions of dollars) 
A. Budgetary revenues 
1. Personal income tax 16,088 16,443 ep 
2. Corporate income tax 2,394 1,799 -24.9 
3. Unemployment insurance contributions 3,089 3,269 5.8 
4. Goods and Services Tax 3,095 
5. Sales and excise taxes/duties 6,831 S09 -80.0 
6. Other revenues 2,038 1,381 -32.2 
7. Total budgetary revenues 30,440 27,356 -10.1 
B. Budgetary expenditures 
1. Major transfers to persons: of which 8,643 10,284 19.0 
— Unemployment insurance program payments 3,493 4,816 SY) 
— Old age security benefits 4,146 4,442 ial 
— Family allowances 675 698 3.4 
2. Major transfers to other levels 
of government: of which 5,873 6,205 Sh 
— Established Programs Financing” 1,995 1,922 7k 
— Fiscal transfers 2,380 2,465 3.6 
— Canada Assistance Plan 1,499 1,818 ZS) 
3. Other major transfers 1,806 2,026 12.2 
4. Major payments to Crown corporations 1,081 1,052 -2.7 
5. Defence 2,081 2,381 14.4 
6. Official Development Assistance” 301 471 56.5 
7. Operations of government 3,763 3,923 4.3 
8. Total program expenditures 23,548 26,342 11.9 
9. Public debt charges 10,582 10,365 nl 
10. Total budgetary expenditures 34,130 36,707 7.6 


1) ; 
a) Cash portion only. Total EPF cash and tax transfers are up | per cent in 1991-92. 
Budgetary cash portion only. 
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The Budgetary Deficit and 
the Operating Balance: 
1990-91 and 1991-92 


April to June 
Year Over Year 


billions of dollars 


O Operating balance 


LC] Deficit 


1990-91 1991-92 


associated with sales tax reform, and the impact of 
the fiscal measures announced in the February 
1991 budget. 


Financial requirements, excluding foreign 
exchange transactions, amounted to $11.9 billion 
in the first quarter of 1991-92, $7.4 billion higher 
than that recorded in the first quarter of 1990-91. 
Foreign exchange transactions in the first quarter 
of 1991-92 resulted in a net source of funds 
amounting to $1.5 billion, compared to 

$0.5 billion in the same period last year. As a 
result, total financial requirements, including 
foreign exchange transactions, were $10.4 billion 
for the first quarter of 1991-92, up $6.5 billion 
from the first quarter 1990-91 requirements. 


Budgetary Revenues 


During the first quarter of 1991-92, budgetary 
revenues declined 10.1 per cent on a year-over- 
year basis. The decline reflects the impact of the 


recession and the transitional costs associated with 
replacing the FST with the GST, as well as the 
timing of receipts. As expected in the February 
1991 budget projections, the recession has had a 
pronounced effect on corporate profits and has 
also dampened the growth in personal incomes. 
Corporate profits have declined steadily since the 
fourth quarter of 1988, in part due to relatively 
high growth in unit labour costs. In the first 
quarter of 1991, corporate profits were 65 per cent 
below their pre-recession peak and nearly 50 per 
cent below the same quarter in 1990. As a result, 
corporate income tax collections declined 24.9 per 
cent in the first quarter of 1991-92 from the same 
period last year. The decline in collections is less 
than the decline in profits owing to the impact of 
the Large Corporations Tax and base-broadening 
measures introduced as part of the 1988 Income 
Tax Reform. The recession has also slowed 

the growth in personal incomes, through the 
dampening effect of lower employment. Personal 
income tax collections were up only 2.2 per cent 
in the first quarter of 1991-92. Personal income 
tax collections in the first quarter of 1991-92 were 
also affected by the timing of receipts, as there 
was one less pay period in the April-June 1991 
period than in the corresponding period in 1990. 


The other major factor lowering budgetary 
revenues in the first quarter of 1991-92 was 

the impact of the one-time transitional costs 
associated with the replacement of the FST by the 
GST. These include the repayment of FST paid on 
new and unused inventories held at the end of 
1990 and the transitional grant to small business. 
In addition, with sales tax reform, the refundable 
federal sales tax credit (FST credit) to low-income 
Canadians, which was paid at the time of tax 
filing, was replaced by the enhanced low-income 
GST credit, which is paid quarterly. The first 
quarter 1991-92 results are affected, not only by 
the payment of the quarterly GST low-income 
credit, but also by the payment of the refundable 
FST credit with respect to the 1990 taxation year. 


Net GST collections in the first quarter of 
1991-92, which amounted to $3.1 billion, were 
affected by the payment of the small business 
transitional grant and timing factors. In order to 
assist small business, a one-time transitional 
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Debt Servicing and Reduction Account public debt and, ultimately, the public debt. This 
Account, in conjunction with the proposed 

The government has introduced legislation into Spending Control Act, which was released in draft 

the House of Commons to establish the Debt form by the Minister of Finance on July 12, 1991, 

Servicing and Reduction Account. Upon Royal will ensure that GST revenues will not be used to 

Assent of the legislation, all GST revenues net of fund new program spending. 

the applicable rebates and credits, net proceeds 

from the sale of Crown corporations and gifts to As noted above, net GST collections amounted to 

the Crown identified for debt reduction will be $3.1 billion. These revenues will be deposited in 

credited to this Account. The revenues in this the Debt Servicing and Reduction Account, once 

Account will be used only to pay interest on the the applicable legislation receives Royal Assent. 

Table 3 


Summary Statement of Transactions Restated for 
Proposed Debt Servicing and Reduction Account: April to June 1991-92 


(millions of dollars) 


A. Proposed Debt Servicing and Reduction Account 


1. GST revenues 3,095 
2. Other = 
3. Total receipts 3.095 
4. Public debt charges 10,365 
5. Balance -7,270 


B. Other budgetary transactions 


1. Revenues (excluding GST) 24,261 
2. Program spending 26,342 
3. Balance -2,081 
C. Deficit -9,351 


The information in this Monitor is based on financial results for the quarter ended June 30, 1991. For further information 
contact: P. DeVries at 996-7397. Cet imprimé est également offert en francais. 


ke Department of Finance _Ministére des Finances 
Canada Canada 
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Budgetary Revenues: 
1990-91 and 1991-92 


April to June 
Year-Over-Year Growth 


per cent change 


_ Personal 
income tax 


Corporate 
income 
tax 


[_] 1990-91 
1991-92 


credit is available, which is netted against 

GST remittances otherwise payable. The cost of 
this transitional credit is estimated at $0.9 billion 
in 1991-92, with most of it being paid in the first 
few months of 1991-92. As the credit is netted 
against remittances, reported collections will be 
corresponding lower. In addition, some collections 
which would typically be received in June were 
delayed due to the Canada Day weekend and were 
received in early July instead. The collections to 
date, however, continue to be consistent with the 
February 1991 budget projections. 


Other revenues, consisting primarily of return on 
investments, other non-tax revenues, and non- 
resident taxes declined by 32.2 per cent. This 
decline reflects, in part, the acceleration of Bank 
of Canada profits remittances as announced in the 
February 1990 budget which resulted in a one- 
time fiscal saving in 1990-91, as well as the 
impact of lower interest rates on the interest 
sensitive components of return on investments. 


Unemployment insurance contributions increased 
by 5.8 per cent on a year-over-year basis. This 


increase is attributable to the increase in maximum 
insurable earnings, effective January 1991, which 
is the base for the calculation of unemployment 
insurance contributions. Premium rates for the 
first six months of 1991 were unchanged from 
1990. However, as announced in the February 
1991 budget, these rates were increased effective 
July 1, 1991. 


Weakness in budgetary revenues in the first 
quarter of 1991-92 was expected. Over the 
remaining quarters of 1991-92, budgetary 
revenues should pick up, given the ending of the 
transitional costs of sales tax reform, the continued 
improvement in the economy, and the impact of 
the February 1991 budget measures. 


Budgetary Expenditures 


In the first quarter of 1991-92, budgetary 
expenditures were up 7.6 per cent on a year-over- 
year basis. Public debt charges, the largest single 
component of budgetary expenditures, declined by 
2.1 per cent. The decline in public debt charges 
reflects the impact of the decline in interest rates, 
especially short-term rates, which by the end of 
June 1991 were more than 500 basis points below 
May 1990 levels. 


Program spending advanced by $2.8 billion or 
11.9 per cent in the first quarter of 1991-92, 
compared to the same period in 1990-91. Most of 
the year-over-year increase reflects the impact of 
the recession on the cyclically sensitive 
components of spending (unemployment 
insurance benefit payments and Canada 
Assistance Plan transfers) and to the timing of 
payments. 


About half of the increase in program spending 
was due to higher unemployment insurance 
benefit payments. As noted in the February 1991 
budget, the recession was expected to result in a 
surge in unemployment insurance benefits — in 
fact the number of beneficiaries is up about 30 per 
cent over last year’s level. With the beginning of 
the recovery, the growth in unemployment 
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insurance benefits should begin to moderate over 
the course of the fiscal year. The recession was 
also largely responsible for an increase in Canada 
Assistance Plan transfers to the provinces. 
Although growth in such transfers to Ontario, 
Alberta, and British Columbia were capped in the 
February 1990 budget to increase by no more than 
5 per cent in 1991-92, the impact of this measure 
will not be felt until later in the fiscal year. 


The first quarter 1991-92 program spending 
results have also been affected by the timing of 
certain payments, especially in the areas of 
defence, Official Development Assistance, and 
other major transfers. Developments over the 
remaining months of 1991-92 should bring these 
growth rates in line with the February 1991 budget 
projections. 


Among the other elements of program spending, 
the increase in elderly benefits reflects increases in 
both average benefits, which are indexed to 
quarterly changes in the consumer price index, and 
the eligible population base. The decline in 
Established Programs Financing (EPF) cash 
transfers reflects the impact of the February 1990 
budget measure which limited the overall increase 
in EPF entitlements in 1991-92 to reflect changes 


Budgetary Expenditures: 
1990-91 and 1991-92 


April to June 
Year-Over- Year Growth 


per cent change 


1990-91 


fA 1991-92 Public debt Program 


charges spending 


Total 


in population only, implying a growth of about 

1 per cent. EPF entitlements are paid in the form 
of tax point transfers and cash. As the value of 
tax transfers is unaffected by this measure, this 
restraint initiative impacts only on cash transfers, 
which declined by 3.7 per cent. The growth 

in fiscal transfers, consisting primarily of 
equalization transfers to lower-income provinces, 
primarily reflects the impact of prior-year 
adjustment payments made in the first quarter of 
1990-91. The decline in transfers to major Crown 
corporations primarily relates to lower subsidy 
payments to VIA Rail and Canada Post 
Corporation, reflecting the impact of past restraint 
measures. The increase in spending on other 
government operations reflects the timing of 
payments, as well as the controls on wage 
increases and operating costs which were 
announced in the February 1991 budget. 


Financial Requirements 


Non-budgetary transactions in the first quarter of 
1991-92 resulted in a net requirement of funds 
amounting to $2.6 billion, compared to 

$0.8 billion recorded in the corresponding period 
of 1990-91. Most of this increase was due to a 
loan to the Canada Deposit and Insurance 
Corporation to assist the corporation in advancing 
insurance funds to eligible depositors of the 
Standard Trust Company and Standard Loan 
Company. With a deficit of $9.4 billion and a 

net requirement of funds from non-budgetary 
transactions of $2.6 billion, financial 
requirements, excluding foreign exchange 
transactions, amounted to $11.9 billion in the 
first quarter of 1991-92, up $7.4 billion from 

the requirements in 1990-91. 


Foreign exchange transactions resulted in a net 
source of funds of $1.5 billion, compared to a 
source of $0.5 billion in the first quarter of 
1990-91. Total financial requirements, therefore, 
amounted to $10.4 billion in the first quarter of 
1991-92, up $6.5 billion from the 1990-91 
requirements. The 1991-92 requirement was 
financed through unmatured debt transactions of 
$8.5 billion and a drawdown of $2.0 billion in 
cash balances. 
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Summary 


Preliminary results for the fiscal year 1990-91 indicate 
that the budgetary deficit of the Government of Canada 
was $30.6 billion, in line with the February 1991 budget 
estimate of $30.5 billion. Final results for 1990-91 will 
be published in the Public Accounts of Canada 
scheduled for release in the late fall. 


Between 1984-85 and 1990-91, the deficit has declined 
from $38.5 billion to $30.6 billion. As a percentage of 
gross domestic product (GDP), the deficit has declined 
from a postwar peak of 8.7 per cent in 1984-85 to 

4.6 per cent in 1990-91. The operating balance — the 
difference between budgetary revenues and program 
spending — has swung from a deficit of $16.1 billion in 
1984-85 to a surplus of $11.9 billion in 1990-91. About 
two-thirds of this turnaround of $28 billion has been 
achieved through program spending restraint (Table 1). 
However, the extent of the improvement in the deficit 
has been limited by ballooning debt interest payments. 
Public debt charges have increased from $22.5 billion in 
1984-85 to $42.5 billion in 1990-91. Since 1987-88 
inclusive, public debt charges have been larger than the 
entire public accounts deficit. 


October 1991 


The net public debt — the cumulation of budgetary 
deficits and surpluses since Confederation — stood at 
$388.6 billion as of March 31, 1991, or 57.9 per cent of 
GDP. This represents an inerease-of $182.1 billion in net 


YS aN 
Chart 1 / \ 
The deficit. | | Ngy py i! 


billions 
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Table 1 
Key Fiscal Indicators 
Relative 
1984-85 1990-91 Change contribution 
(per cent of GDP) (per cent) 
Operating balance 
Budgetary revenues 16.0 17.8 33 
Program spending 19.6 16.0 67 
Operating surplus/deficit (-) -3.6 1.8 100 
Budgetary deficit 
Public debt charges 5.0 6.3 
Budgetary deficit -8.7 -4.6 
Note: Totals may not add due to rounding. 
Table 2 
Summary Statement of Transactions: 
Preliminary Outcome for 1990-91 
1984-85 1985-86 1986-87 1987-88 1988-89 1989-90 1990-91 
(billions of dollars) 
A. Budgetary transactions 
1. Revenues Tilo! 76.9 85.9 97.6 104.1 113.7 119.4 
2. Program spending 87.1 86.1 90.0 96.8 99.8 103.9 107.4 
3. Operating balance -16.1 -9.1 -4.1 0.8 4.2 9.8 11.9 
4. Public debt charges DIDS: 25.4 26.7 29.0 33.2 38.8 42.5 
5. Deficit -38.5 -34.6 -30.7 -28.2 -29.0 -29.0 -30.6 
B. Net public debt 206.5 241.1 271.8 300.0 329.0 358.0 388.6 
C. Non-budgetary transactions: 
net source(+)/requirement(-) 8.7 4.1 7.8 9.4 6.5 8.5 6.1 
D. Financial requirements (excluding 
foreign exchange transactions) -29.8 -30.5 -22.9 -18.8 -22.5 -20.5 -24.5 
E. Foreign exchange transactions: 
net source (+)/requirement(-) 2.4 5.6 -6.4 -7.1 -5.7 -0.7 -4.9 
F. Total financial requirements -27.4 -24.9 -29.3 -26.0 -28.2 -21.2 -29.4 
G. Unmatured debt transactions 26.8 23.8 29.2 22.9 28.5 20.9 30.5 
H. Cash balance at end of peziod 5.9 A 4.6 1.5 1.8 eS) 2.6 
Memorandum: As a percentage of 
gross domestic product 
Deficit 8.7 72 6.1 5.1 4.8 4.5 4.6 
Financial requirement (excluding 
foreign exchange transactions) 6.7 6.4 4.5 3.4 3h) 3h? Sei, 
Program spending 19.6 18.0 17.8 7s 16.5 16.0 16.0 
Net public debt 46.4 50.4 53.8 54.4 54.4 55.1 57.9 
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Chart 2 Non-budgetary transactions provided the government 
The debt treadmill: with a net source of funds amounting to $6.1 billion, 
How compound interest pushed up the debt while foreign exchange transactions resulted in a net 


requirement of $4.9 billion. As a result, total financial 
requirements amounted to $29.4 billion. This was 
financed by unmatured debt transactions of 

$30.5 billion, resulting in an increase in cash 
inige4-85 balances of $1.1 billion to $2.6 billion. 


Budgetary Revenues 


Budgetary revenues in 1990-91 increased by 5.0 per 
cent to $119.4 billion. The growth in budgetary 
pong pec revenues slowed considerably in 1990-91, reflecting the 

impact of the recession, particularly on corporate 
profits, and the transition to the Goods and Services 
Tax (GST). 


Operating surplus 
since 1984-85 


Personal income tax revenues, the largest component of 
1990-91 budgetary revenues, increased by 11.0 per cent in 
National debt 1990-91, down slightly from the increase of 12.8 per 
cent recorded in 1989-90. The lower rate of growth 
primarily reflects the effect of the recession on personal 
incomes, which were up 7 1/2 per cent in 1990 
compared to an increase of 8 per cent in 1989. However, 


public debt since 1984-85. However, as shown in 


Chart 2, all of the increase in the net debt since 1984-85 Ghats 

is attributable to the compound interest on the stock of The deficit and 

debt in 1984-85, as the government has run a the operating balance 
cumulative operating surplus of $14 billion since 

that time. 40 billions of dollars 

The deficit in 1990-91 was up $1.6 billion compared to ee 

1989-90. All of this increase in the deficit between HB Operating balance 


1989-90 and 1990-91 was attributable to higher public 
debt charges, as the operating surplus improved by 

$2.1 billion to $11.9 billion, notwithstanding the impact 
of the recession. 


_ The preliminary deficit estimate for 1990-91 is in line 
with the February 1991 budget estimate. However, there 

_ are some significant differences among the various 
components. Budgetary revenues, at $119.4 billion, are 
$1.4 billion lower than estimated, reflecting the impact 
of the recession on the applicable tax bases. However, 
the lower-than-expected outcome for revenues is 
virtually offset by lower budgetary expenditures. 
Program spending is down by $0.9 billion from the 
level estimated in the February 1991 budget, while 
public debt charges are down by $0.4 billion. 1984-85 1990-91 
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Table 3 


Budgetary Revenues 


1984-85 


1. Personal income tax 29,254 
2. Corporate income tax 9,379 
3. Unemployment insurance contributions UBS 
4. Sales and excise taxes/duties 18,177 
5. Goods and services tax - 
6. Other revenues 6,693 
7. Total budgetary revenues 71,056 


1989-90 
(millions of dollars) 


51,895 
13,021 
10,738 
28,155 


9,898 
113,707 


Year-over-year Annual 
change average 

1984-85 to 
1990-91 1989-90 1990-91 1990-91 

(per cent) 

57,601 12.8 11.0 12.0 
11,726 11.0 -9.9 3.8 
12,707 -4.7 18.3 on 
23,569 2).3) -16.3 4.4 
2,574 - - ~ 
11,176 6.8 12.9 8.9 
119,353 93 5.0 9.0 


offsetting much of the impact of the recession on 
personal income tax collections were lower personal 
income tax refunds. Personal income tax refunds in 
1990-91 were over $0.7 billion lower than in 1989-90. 
This was largely due to the transitional impact of 
personal income tax reform. Although most of the 
personal income tax reform measures became effective 
January 1, 1988, withholding tables were not adjusted 
until July 1, 1988, with the result that personal income 
tax refunds were substantially higher in 1989-90. 


In contrast, corporate income tax revenues declined 
9.9 per cent in 1990-91, as the recession had a 
pronounced effect on corporate profits. Rising unit 
labour costs, declining demand, and rising exchange 
rates reduced corporate profit margins to their lowest 
levels since the 1981-1982 recession. Corporate profits 
have declined steadily since the fourth quarter of 1988 
and by the end of fiscal year 1990-91 were 65 per cent 
below their pre-recession peak. However, the decline in 
collections to date has been less than the cumulative 
decline in profits, owing to the impact of the base- 
broadening measures introduced as part of the 1988 
Income Tax Reform and the introduction of the Large 
Corporations Tax. 


Unemployment insurance contributions increased by 
18.3 per cent in 1990-91, primarily reflecting increases 
in premium rates. Beginning in 1990, the financing 
provisions of the unemployment insurance program 
changed, whereby the full cost of the program is 
financed through employee-employer premiums. 
Previously, the federal government financed certain 
components of the program. As a result, premium rates 
were increased, effective January 1, 1990, which 
accounts for most of the year-over-year advance in 
unemployment insurance contributions. 


Sales and excise taxes and duties, which include the 
federal manufacturers’ sales tax (FST), customs import 
duties, and excise taxes, declined by 16.3 per cent ona 
year-over-year basis. This decline is largely attributable 
to the replacement of the FST by the Goods and 
Services Tax (GST), effective January 1, 1991. In 
addition, the impact of the recession on consumer 
demand and the phase-out of tariffs under the Canada- 
United States Free Trade Agreement also contributed to 
lower revenues in this component. 


Net GST revenues in 1990-91 amounted to $2.6 billion. 
The net GST revenues collected in 1990-91 were higher 
than estimated in the February 1991 budget. However, 
the higher-than-estimated revenues appear to relate to 
the timing of receipts, rather than to any 
underestimation of the GST tax base. For a more 
detailed assessment of GST revenue collections to date, 
please see the section entitled Assessment of GST 
Revenue Collections in this publication. 


Other revenues include non-resident tax, other tax 
revenue, and non-tax revenue. Most of the increase in 
1990-91 was due to higher earnings from the activities 
of the Exchange Fund Account. 


The preliminary outcome for total budgetary revenues 
was $1.4 billion lower than forecast in the February 
1991 budget. Among the various components, personal 
income tax revenues were $1.5 billion lower than 
expected, due to higher-than-expected refunds and the 
impact of the recession on personal incomes. GST 
revenues were up $0.8 billion, but this was more than 
offset by lower sales and excise tax revenues, down 
$1.4 billion. Corporate income tax revenues were up 
$0.3 billion while other revenues were $0.4 billion 
higher. 
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Budgetary Expenditures Chart 4 

Growth i di 
Budgetary expenditures were up 5.1 per cent, on a year- 1984-85 1 090-91. oy onan 8 
over-year basis. Public debt charges, the largest single 
component of budgetary expenditures, advanced by gue nualay creme pencens Change 


9.6 per cent. Program spending — that is total budgetary 
expenditure excluding public debt charges — was up 
only 3.4 per cent. The increase in public debt charges 
reflects the compounding effect of the high interest rates 


in the first half of 1990, coupled with the increase in the AYELORE Tate 
of inflation 


stock of debt. 


Program spending advanced by 3.4 per cent in 1990-91, 


well below the rate of inflation of 4.8 per cent, and Average growth 
; : rate of program 
slightly less than the average growth in program spending 3.6% 


spending since 1984-85. Program spending growth 
since 1984-85 has increased at an annual average rate of 
only 3.6 per cent. The increase in program spending in 
1990-91 is largely attributable to the impact of the 
recession on the cyclically sensitive components of 


spending, such as unemployment insurance benefits. Transfers Transfers Defence ODA Operations Crown 
: t to ot b 

However, the impact of these components was largely Raeons levels of eo a hie 

offset by expenditure reduction initiatives introduced in al 

previous budgets. ‘Includes cash and tax transfers. 

Table 4 


Budgetary Expenditures 


Year-over-year Annual 
change average 
SSS TOES 
1984-85 1989-90 1990-91 1989-90 1990-91 1990-91 
(millions of dollars) (per cent) 

1. Major transfers to persons of which: 25,115 32,169 36,083 6.5 1222 6.2 
Old age security benefits 11,418 16,154 17,131 6.3 6.0 7.0 
Unemployment insurance 

program payments 10,052 11,694 14,665 6.6 25.4 6.5 
Family allowances 2,418 2,653 2,736 1.8 Shll Dal 

2. Major transfers to other levels 
of government of which: in 18,826 23,688 23,229 5.6 -1.9 3.6 
Established Programs Financing 8,595 8,829 7,894 -0.9 -10.6 -1.4 
Fiscal transfers 6,486 9,853 9,545 9.7 -3.1 6.7 
Canada Assistance Plan 3,745 5,006 5,788 9.9 15.6 15 

3. Other major transfers 10,740 11,150 10,253 -4.9 -8.0 -0.8 
to business 4,703 2,934 2,741 -8.1 -6.6 -8.6 
to other groups 6,037 8,216 Tee? -3.7 -8.6 Bx7; 

4. Crown corporations 4,797 SPAT 4,919 -9.6 -5.9 0.4 

5. Defence 8,762 11,450 12,122 BY 5.9 5.6 

6. Official Development Assistance” 2,089 PAY by 2,519 -6.7 -2.2 3.2 

7. Other government operations 16,784 17,624 18,309 10.6 a9 LES 

8. Total program expenditures 87,113 103,883 107,434 4.0 3.4 3.6 

9. Public debt charges 22,455 38,820 42,537 17.0 9.6 11.2 

10. Total budgetary expenditures 109,568 142,703 149,971 hee} Sul 5.4 


® Cash portion only. Total EPF cash and tax transfers were up 1.7 per cent in 1990-91 and an average 6.0 per cent a year in the six years 
ending 1990-91. 
® Budgetary cash portion only. 
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The largest component of program spending — transfers 
to persons — advanced by 12.2 per cent in 1990-91, 
primarily attributable to the surge in unemployment 
insurance benefits as a result of the recession. 
Unemployment insurance benefits were up 25.4 per 
cent, with about two-thirds of the increase attributable 
to advances in the number of beneficiaries, primarily in 
Ontario, and the remainder due to increases in the 
average weekly benefit rate. Among the other programs 
within major transfers to persons, elderly benefit 
payments were up 6.0 per cent, reflecting increases in 
both average benefits, which are indexed to quarterly 
changes in the consumer price index, and the eligible 
population base. 


Direct cash transfers to other levels of government 
declined between 1989-90 and 1990-91 as increases in 
Canada Assistance Plan transfers were offset by lower 
direct cash transfers under both the Established 
Programs Financing (EPF) and equalization programs. 
Under the Canada Assistance Plan, the federal 
government provides funds to provinces and territories 
to help them pay for certain social assistance benefits 
and services. Prior-year adjustments, especially to 
Ontario, as well as increased caseloads due to the 
economic environment, have resulted in these transfers 
increasing by 15.6 per cent in 1990-91. Although the 
February 1990 budget capped the growth in these 
transfers to Ontario, Alberta, and British Columbia at 

5 per cent in 1990-91, the federal government did not 
enforce the cap until the Supreme Court had ruled on 
the provincial challenge to this measure. Cash transfers 
under Established Programs Financing (EPF) declined, 
due to the Expenditure Control Plan announced in the 
February 1990 budget, which held per capita EPF 
transfers constant at the 1989-90 levels. As a result, 
total EPF entitlements increased by only 1.7 per cent in 
1990-91. EPF entitlements are paid in the form of tax 
point transfers and cash and as the value of tax transfers 
is unaffected by this measure, this restraint initiative 
impacts only on cash transfers and accounts for the 
10.6 per cent decline in cash transfers. Fiscal transfers, 
consisting primarily of equalization transfers to lower- 
income provinces, also declined in 1990-91. However, 
the decline resulted from the inclusion of large one-time 
payments in 1989-90 relating to underpayments in 
previous years, as overall entitlements under this 
program were up 4.6 per cent in 1990-91. 


The decline in other major transfer payments of 8 per 
cent reflected lower grants and contributions to both 
business and to other groups. The decline in business 
transfers was largely concentrated in regional 


development transfers reflecting a lower take-up due to 
the recession. Lower agricultural transfers, due to the 
timing of payments as well as the impact of new cost- 
sharing programs with the provinces, accounted for 
most of the decline in transfers to other groups. In 
contrast, grants and contributions to Indian and Inuit 
programs were up substantially. The decline in transfers 
to major Crown corporations was largely attributable to 
lower subsidy payments to VIA Rail and Canada Post 
Corporation, reflecting the impact of past restraint 
measures. 


The increase in defence spending reflects the formula- 
funded nature of this program and incremental funding 
was provided to defence to cover costs associated with 
activities related to the hostilities in the Gulf. Assistance 
to developing countries under Official Development 
Assistance declined on a year-over-year basis. Spending 
on other government operations was up 3.9 per cent in 
1990-91. Growth in this component remained restrained 
in 1990-91 due to the ongoing restraint measures 
introduced in past budgets and specific reduction 
initiatives undertaken in 1990-91 to fund the 
incremental costs associated with the Gulf hostilities. In 
addition, adjustments to the allowance for the actuarial 
liability for employee pensions, due to both the 
revisions in economic assumptions and the wage 
strategy announced in the February 1991 budget, also 
impacted on the growth in this component. 


Total budgetary expenditures for 1990-91 were 

$1.3 billion lower than estimated in the February 1991 
budget. Public debt charges were $0.4 billion lower due 
to the impact of lower-than-expected interest rates. 
Program spending was down $0.9 billion, reflecting 
lower-than-expected take-up in a number of programs 
and lower requirements related to pension actuarial 
liabilities. 


Financial Requirements 


The government’s net financial requirements reflect not 
only the difference between budgetary revenues and 
expenditures, but also the net source of funds generated 
by non-budgetary and foreign exchange transactions. 
Non-budgetary transactions in 1990-91 amounted to 
$6.1 billion, down $2.4 billion from 1989-90. The lower 
source of funds in 1990-91 was due to declines in 
accounts receivable and the allowance for pension 
liabilities. Financial requirements, excluding foreign 
exchange transactions, therefore, amounted to 

$24.5 billion, up $4.0 billion from the 1989-90 
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requirement, but only $0.7 billion higher than estimated 
in the February 1991 budget. As a percentage of GDP, 
financial requirements, excluding foreign exchange 
transactions, were 3.7 per cent in 1990-91. 


For international comparisons, it is this measure of the 
Government of Canada’s fiscal situation that 
corresponds most closely to the budget measure in the 
United States. On this basis, financial requirements in 
Canada, relative to the size of the economy, have 
declined from a peak of 6.7 per cent in 1984-85 (fiscal 
year ending March 31) to 3.7 per cent in 1990-91. In the 
United States, the unified budget deficit is projected, by 
the U.S. Office of Management and Budget, to have 
declined from the peak of 6.2 per cent in their fiscal 
year 1982-83 (fiscal year ending September 30) to 5 per 
cent in their fiscal year 1990-91. On this comparable 
basis, the fiscal position in Canada is not only lower 
than that in the United States but has made more 
improvement and over a shorter time span. 


Foreign exchange transactions resulted in a net 
requirement of $4.9 billion, up $4.2 billion from 
1989-90. Foreign exchange transactions are primarily 
directed towards promoting orderly conditions in the 
Canadian dollar exchange market. As a result, total 
financial requirements amounted to $29.4 billion, up 
$8.2 billion from the 1989-90 requirement. Unmatured 
debt transactions amounted to $30.5 billion in 1990-91, 
primarily in the form of Treasury bills and marketable 


bonds. Cash balances at March 31, 1991 stood at 
$2.6 billion, up $1.1 billion from March 31, 1990. 


Chart 5 


Canada-U.S. comparison 
Financial requirements versus 
unified budget deficits 


per cent of GDP/GNP 


&) Canada 


[| United States 


0 
Peak Current 
1984-85 (Can.) 1990-91 (Can.) 
FY 83 (U.S.) FY 91 (U.S.) 


Sources: Department of Finance, U.S. Office of Management 
and Budget. 


Assessment of GST Revenue 
Collections 


There has been considerable debate and commentary 

about the flow of GST revenues collected to date. This 

is attributable largely to the extreme variability of the 

monthly data and the fact that GST revenues for the first 

_ three months of implementation were higher than 
forecast in the February 1991 budget. 


Table 5 shows GST collections for the period up to and 
including July 1991. 


Net GST revenues are reported at $7.0 billion for the 
January 1991 to July 1991 period (Table 5, line 3). With 
a one-month collections lag with the start-up of the GST 
_ in January, this is effectively six months of GST 
revenue accruals or $1.2 billion per month. A simple 
extrapolation of six months of average monthly net 


Table 5 
GST: Comparison of Collection Experience to 
February 1991 Budget Projection 

(millions of dollars) 


A. Net collections to date 


1. Fiscal year 1990-91 2,574 
2. April 1991 to July 1991 4,429 
3. Net collections to date 7,003 
Pius: 

4. Small business transitional credit 700 
5. Low-income GST credit 1,632 
6. Gross collections to date 9,336 


B. February 1991 budget projections — 1991-92 


7. Net GST revenues 16,350 
Plus: 

8. Small business transitional credit 900 
9. Low-income credit 2,400 
10. Gross GST revenues 19,650 
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collections of $1.2 billion, would be $14 billion of 

net GST revenues on a full year basis. Such an 
extrapolation, however, is extremely misleading. Before 
the net collections data over the January-to-July period 
can be compared to the February 1991 budget forecast 
of $16.4 billion for the 1991-92 fiscal year as a whole, a 
number of key factors, both transitional and other, must 
be taken into consideration: 


¢ In order to assist small business, a one-time 
transitional credit has been available, which is 
netted against GST remittances otherwise payable. 
The total cost of this transitional credit is estimated 
at $0.9 billion, of which about $0.7 billion has been 
paid to the end of July. As a result, the payment of 
the small business transitional credit has had a 
significant impact on the reported results to date but 
given that only $0.2 billion remains to be paid, this 
credit is not expected to have a major impact on 
collections over the remaining months of the year. 


¢ To ensure that lower-and modest-income Canadians 
would not be adversely affected by the price 
impacts of the GST, the FST credit was replaced by 
an enhanced GST credit. The GST credit is paid in 
four instalments during the fiscal year (April, July, 
October and January). In 1990-91, there was a 
prepayment of the credit in December 1990. As a 
result, the collections to date incorporate the impact 
of three (instead of two) low-income GST credit 
payments, amounting to $1.6 billion. 


Adjusting for these two factors results in gross 
collections to date of $9.3 billion, (Table 5, line 6), or 
about $18 1/2 to $19 billion for the year as a whole. 
This compares to the February 1991 budget forecast 
gross GST revenues of $19.7 billion (Table 5, line 10). 
However, there are several other factors, particularly 
seasonal and economic, which will also possibly impact 
on the final outcome for the year as a whole. 


¢ The consumption of goods and services, subject to 
the GST, varies from month to month and from 
season to season and, as a result, collections will 
vary during the course of the year. Sales of taxable 
goods and services should be the lowest in the first 
quarter and highest in the final quarter of the 
calendar year, given seasonal patterns. 


¢ Itis expected that the recession dampened 
collections in the first quarter of 1991. However, 
with the recovery that occurred in the second 
quarter of 1991, collections should begin to 
strengthen over the course of the year. 


Therefore, on the basis of collections data for the first 
seven months of the calendar year and given the 
volatility in such data, there is no evidence to suggest 
changes would be in order to the February 1991 budget 
forecast of GST revenue for 1991-92. Reported GST 
revenues to date appear consistent with the February 
1991 budget projection for a complete fiscal year. 


The information in this Monitor is based on preliminary financial results for 1990-91. For further information contact: 
P. DeVries at 996-7397. Cet imprimé est également offert en francais. 
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Summary 


In the first six months of fiscal year 1991-92 
(April to September), the budgetary deficit was 
$18.0 billion, $7.4 billion higher than that 
recorded in the corresponding period of 1990-91. 
Most of the deterioration in the deficit to date 
occurred in the first quarter of 1991-92. In the first 
quarter, the deficit was $5.7 billion higher than 
that recorded in the same period of 1990-91. In the 
second quarter of 1991-92 (July to September), the 
deficit was only $1.7 billion higher, while in 
September 1991, the deficit was $0.3 billion lower 
than in September 1990. 


The deterioration in the deficit in the first six 
months of 1991-92, on a year-over-year basis, 
largely resulted from the lagged effects of the 
recession on both budgetary revenues and 
program spending, as well as the transitional 
costs associated with replacing the federal 
manufacturers’ sales tax (FST) by the Goods 

and Services Tax (GST) and the timing of receipts 
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Table 1 


Summary Statement of Transactions 


April to September 
1988-89 1989-90 1990-91 1991-92 
(millions of dollars) 
A. Budgetary transactions: 
ile Revenies 48,328 51,812 60,000 56,321 
2. Program spending -43,870 -46,252 -49,151 -53,565 
3. Operating surplus 4,458 5,560 10,849 2,756 
4. Public debt charges -15,680 -19,137 -21,451 -20,757 
5. Deficit -11,222 “13,57 ] -10,602 -18,001 
B. Non-budgetary transactions: 
net source(+)/requirement(-) 3,124 2,318 2,041 -774 
C. Financial requirements (excluding 
foreign exchange transactions) -8,098 -11,259 -8,561 -18,775 
D. Foreign exchange transactions: 
net source(+)/requirement(-) -3,347 -1,548 -4,336 230 
E. Total financial requirements -11,445 -12,807 -12,897 -18,545 
F. Unmatured debt transactions 12,266 11,996 12,886 18,422 
G. Cash balance at end of period 2,354 1,021 1,499 2,448 


and payments. Dampening the overall impact of 
these factors on the deficit was a decline in public 
debt charges, reflecting the sharp drop in interest 
rates since May 1990, which continued into the 
second half of the 1991-92 fiscal year. 


The February 1991 budget deficit forecast of 
$30.5 billion for 1991-92 was based on the 
assumption that the deficit would be higher in the 
first half of the fiscal year relative to the same 
period in 1990-91. However, the deficit is 
expected to improve substantially over the 
remainder of the year, reflecting continued 
improvement in the economy, the ending of the 
transitional costs associated with sales tax reform, 
the effects of the lower interest rates on public 
debt charges, and the impact of the fiscal measures 
announced in the February 1991 budget. The 
monthly profile of the financial results is 
consistent with the February 1991 budget forecast. 


Although the deficit outlook for 1991-92 appears 
to be on track, there are some differences among 
the major components. Both personal and 
corporate income tax collections are lower than 
forecast in the February 1991 budget, while 
unemployment insurance benefit payments are 
somewhat higher than expected. However, the 
impact of these developments is expected to be 


offset by lower public debt charges, reflecting 
the sharper-than-forecast decline in interest 
rates to date. 


The deficit and 
the operating balance: 
1990-91 and 1991-92 


April to September 
Year over year 


billions of dollars 


| Operating balance 


[[] Deficit 


1990-91 1991-92 
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Financial requirements, excluding foreign 
exchange transactions, amounted to $18.8 billion 
in the first six months of 1991-92, $10.2 billion 
higher than that recorded in the first six months of 
1990-91. Foreign exchange transactions in the first 
six months of 1991-92 resulted in a net source of 
funds amounting to $0.2 billion, compared to a net 
requirement of $4.3 billion in the same period last 
year. As a result, total financial requirements, 
including foreign exchange transactions, were 
$18.5 billion for the first six months of 1991-92, 
up $5.6 billion from the requirements in the first 
six months of 1990-91. 


Budgetary Revenues 


During the first six months of 1991-92, budgetary 
revenues declined 6.1 per cent on a year-over-year 
basis. The decline reflects both the impact of the 
recession and the transitional costs associated with 
replacing the FST with the GST, as well as the 
timing of receipts. As expected in the February 
1991 budget projections, the recession has had a 
pronounced effect on corporate profits and has 
also dampened the growth in personal incomes. 


In the first half of 1991, corporate profits were 

60 per cent below their pre-recession peak and 

41 per cent below the same period in 1990. The 
decline in corporate profits has also resulted in 
higher refunds, as these losses are being applied 
against taxes paid in the past. As a result, 
corporate income tax collections declined 

23.0 per cent in the first six months of 1991-92 
from the same period last year. The decline in 
collections is less than the decline in profits owing 


Table 2 


Budgetary Revenues 


. Personal income tax 

. Corporate income tax 

. Unemployment insurance contributions 
. Goods and Services Tax 

. Sales and excise taxes/duties 

. Other revenues 


NI ANSP WNY-S 


. Total budgetary revenues 


Budgetary revenues: 
1990-91 and 1991-92 


April to September 
Year-over-year growth 


per cent change 


_ Personal 
income tax 


Corporate 
income 
tax 


[] 1990-91 
1991-92 


to the impact of the Large Corporations Tax and 
base-broadening measures introduced as part of 
the 1988 Income Tax Reform. The recession has 
also slowed the growth in personal incomes. 
Personal income tax collections were up only 1.0 
per cent in the first six months of 1991-92. 


The other major factor lowering budgetary 
revenues in the first six months of 1991-92 was 
the impact of the one-time transitional costs 
associated with the replacement of the FST by the 
GST. These include the repayment of the FST paid 
on new and unused inventories held at the end of 
1990 and the transitional grant to small business. 


April to September 


Per cent 

1990-91 1991-92 change 
(millions of dollars) (%) 
30,729 31,029 1.0 
4,997 3,849 -23.0 
6,295 T322 16.3 

7,348 

13,944 3,825 -72.6 
4,035 2,948 -26.9 
60,000 56,321 -6.1 
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transfers to major Crown corporations primarily 
relates to higher payments to the Canada 
Mortgage and Housing Corporation. The increase 
in spending on other government operations 
reflects the timing of payments, as well as the 
controls on wage increases and operating costs 
which were announced in the February 1991 
budget. 


Financial Requirements 


Non-budgetary transactions in the first six months 
of 1991-92 resulted in a net requirement of funds 
amounting to $0.8 billion, compared to a net 
source of $2.0 billion recorded in the 
corresponding period of 1990-91. Part of this 
turnaround relates to the impact of the lower 
interest rates on the interest and debt accounts 
and to a loan to the Canada Deposit and Insurance 
Corporation to assist the corporation in advancing 
insurance funds to eligible depositors of the 
Standard Trust Company and Standard Loan 
Company. With a deficit of $18.0 billion and a 
net requirement of funds from non-budgetary 
transactions of $0.8 billion, financial 
requirements, excluding foreign exchange 
transactions, amounted to $18.8 billion in the first 
six months of 1991-92, up $10.2 billion from the 
requirements in 1990-91. 


Foreign exchange transactions resulted in a net 
source of funds of $0.2 billion, compared to a net 
requirement of $4.3 billion in the first six months 
of 1990-91. Total financial requirements, 
therefore, amounted to $18.5 billion in the first 
six months of 1991-92, up $5.6 billion from the 
1990-91 requirements. The 1991-92 requirement 
was financed through unmatured debt transactions 
of $18.4 billion and a drawdown of $0.1 billion in 
cash balances. 


Debt Servicing and Reduction Account 


The government has introduced legislation in the 
House of Commons to establish the Debt 
Servicing and Reduction Account. Upon Royal 
Assent to the legislation, all GST revenues net of 
the applicable rebates and credits, net proceeds 
from the sale of Crown corporations and gifts to 
the Crown identified for debt reduction will be 
credited to this Account. The revenues in this 
Account will be used only to pay interest on the 
public debt and, ultimately, the public debt. This 
Account, in conjunction with the proposed 
Spending Control Act, which was released in draft 
form by the Minister of Finance on July 12, 1991, 
will ensure that GST revenues will not be used to 
fund new program spending. 


As noted above, net GST collections amounted to 
$7.3 billion. These revenues will be deposited in 
the Debt Servicing and Reduction Account, once 
the applicable legislation receives Royal Assent. 


The information in this Monitor i is based on fence results for the six x months ented. Se aite 30, 1991. For further 
information contact: P. DeVries at 996-7397. Cet imprimé est également offert en ae . 8 
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Table 3 
Budgetary Expenditures 


1. Major transfers to persons: of which 
Unemployment insurance program payments 
Old age security benefits 
Family allowances 


2. Major transfers to other levels 
of government: of which 
Established Programs Financing(!) 
Fiscal transfers 
Canada Assistance Plan 


3. Other major transfers 

4. Major payments to Crown corporations 
5. Defence 

6. Official Development Assistance) 

7. Operations of government 

8. Total program expenditures 

9. Public debt charges 


10. Total budgetary expenditures 


April to September 
Per cent 
1990-91 1991-92 change 
(millions of dollars) (%) 

16,616 19,784 19.1 
6,198 8,647 39.5 
8,409 9,046 7.6 
1,355 1,425 Sy 
11,696 12,482 6.7 
3,975 SS -5.0 
4,825 5,165 7.0 
2,895 3,542 22.3 
4,036 3,946 -2.2 
2,052 2123 3D 
5,144 5,033 -2.2 
825 957 16.0 
8,782 9,240 Sy 
49,151 53,565 9.0 
21,451 20,757 -3.2 
70,602 74,322 58) 


(1) Cash portion only. Total EPF cash and tax transfers are up 1.1 per cent in 1991-92. 


(2) Budgetary cash portion only. 


Program spending advanced by 9.0 per cent in the 
first six months of 1991-92, compared to the same 
period in 1990-91. Most of the year-over-year 
increase reflects the impact of the recession on the 
cyclically sensitive components of spending 
(unemployment insurance benefit payments and 
Canada Assistance Plan transfers) and the timing 
of payments. 


More than half of the increase in program 
spending of $4.4 billion was due to a $2.4 billion 
increase in unemployment insurance benefit 
payments. As noted in the February 1991 budget, 
the recession was expected to result in a surge in 
unemployment insurance benefits — in fact, the 
number of beneficiaries was up 26.9 per cent over 
the corresponding level of 1990. In addition, 
average benefits are higher given the composition 
of the unemployed. With the beginning of the 
recovery, the growth in unemployment insurance 
benefits should begin to moderate over the course 
of the fiscal year. The recession was also largely 
responsible for an increase in Canada Assistance 
Plan transfers to the provinces. Although growth 
in such transfers to Ontario, Alberta, and British 
Columbia was capped in the February 1990 


budget to increase by no more than 5 per cent in 
1991-92, the impact of this measure will not be 
felt until later in the fiscal year. 


Among the other elements of program spending, 
the increase in elderly benefits reflected increases 
in both average benefits, which are indexed to 
quarterly changes in the consumer price index, 
and the eligible population base. The decline in 
Established Programs Financing (EPF) cash 
transfers reflects the impact of the February 1990 
budget measure which limited the overall increase 
in EPF entitlements in 1991-92 to reflect changes 
in population only, implying a growth of about 

1 per cent. EPF entitlements are paid in the form 
of tax point transfers and cash. As the value of 
tax transfers is unaffected by this measure, this 
restraint initiative impacts only on cash transfers, 
which declined by 5.0 per cent. The growth 

in fiscal transfers, consisting primarily of 
equalization transfers to lower-income provinces, 
reflects the impact of prior-year adjustment 
payments. 


The decline in other major transfers reflects in part 
the timing of payments, while the increase in 
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In addition, with sales tax reform, the refundable 
federal sales tax credit (FST credit) to low-income 
Canadians, which was paid at the time of tax 
filing, was replaced by the enhanced low-income 
GST credit, which is paid quarterly. The results for 
the first six months of 1991-92 are affected, not 
only by the payment of the quarterly GST low- 
income credit, but also by the payment of the 
refundable FST credit with respect to the 1990 
taxation year. 


Net GST collections in the six months of 1991-92, 
which amounted to $7.3 billion, were affected by 
the payment of the small business transitional 
grant and timing factors. In order to assist small 
business, a one-time transitional credit is 
available, which is netted against GST remittances 
otherwise payable. The cost of this transitional 
credit is estimated at $0.9 billion in 1991-92, with 
most of it being paid in the first few months of 
1991-92. As the credit is netted against 
remittances, reported collections will be 
correspondingly lower. 


Unemployment insurance contributions increased 
by 16.3 per cent on a year-over-year basis. This 
increase is attributable to the increase in maximum 
insurable earnings, effective January 1991, which 
is the base for the calculation of unemployment 
insurance contributions, and the increase in 
premium rates, effective July 1, 1991. 


Other revenues, consisting primarily of return on 
investments, other non-tax revenues, and non- 
resident taxes declined by 26.9 per cent. This 
decline reflects, in part, the acceleration of Bank 
of Canada profits remittances as announced in the 
February 1990 budget which resulted in a one- 
time fiscal saving in 1990-91, as well as the 
impact of lower interest rates on the interest 
sensitive components of return on investments. 


Most of the year-over-year decline in budgetary 
revenues was concentrated in the first quarter of 
1991-92. Revenues in that period were 10.1 per 
cent below the last year’s level. In the second 
quarter of 1991-92, revenues were only 1.2 per 
cent below the same period in 1990-91. Over 
the remaining quarters of 1991-92, budgetary 
revenues should continue to improve, given the 


ending of the transitional costs of sales tax 
reform, the continued improvement in the 
economy, and the impact of the February 1991 
budget measures. However, it appears that 
budgetary revenues, especially personal and 
corporate income tax collections, will be less thai 
forecast in the February 1991 budget. The impact 
of this shortfall on the deficit, however, is 
expected to be largely offset by lower-than- 
expected public debt charges. 


Budgetary Expenditures 


In the first six months of 1991-92, budgetary 
expenditures were up 5.3 per cent on a year-over- 
year basis. Public debt charges, the largest single 
component of budgetary expenditures, declined 
by 3.2 per cent. The decline in public debt charge 
reflects the impact of the decline in interest rates, 
especially short-term rates, which by the end of 
September 1991 were more than 550 basis points 
below May 1990 levels. The decline in interest 
rates has been greater than forecast in the 
February 1991 budget, with the result that public 
debt charges for the year as a whole will likely be 
lower than forecast in the budget. 


Budgetary expenditures: 
1990-91 and 1991-92 


April to September 
Year-over-year growth 


per cent change 


[_] 1990-91 


1991-92 Public debt 
charges 


Program 
spending 
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Highlights of Financial Results for April 1991 to December 1991 


¢ In the first nine months of fiscal year 1991-92 (April to December), the federal deficit, on a public accounts basis, 
amounted to $26.8 billion. 


¢ These results were incorporated into the February 1992 budget deficit estimate of $31.4 billion, which is up 
$0.9 billion from that estimated for 1991-92 in the February 1991 budget, as weaker growth in revenues more 
than offset lower spending. 


¢ Ona year-over-year basis, the deficit in the first nine months of 1991-92 was up $8.0 billion, with most of the 
increase occurring in the first quarter of 1991-92, which was up $5.7 billion over the same period in 1990-91. 
In contrast, on a quarterly basis, the deficit was up $1.7 billion in the second quarter and $0.5 billion in the 
third quarter over the comparable periods last year. 


Summary The February 1991 budget deficit forecast of 
. : $30.5 billion for 1991-92 was based on the assumption 
In the first nine months of fiscal year 1991-92 (April to that the deficit would be higher in the first half of the 


December), the budgetary deficit was $26.8 billion. 

These results were incorporated in the deficit estimate 
_ for 1991-92 of $31.4 billion, presented in the February 
_ 1992 budget. This implies an increase in the deficit of 


fiscal year relative to the same period in 1990-91, due to 
the lagged effects of the recession on both budgetary 
revenues and program spending, as well as the 


_ $4.6 billion over the remaining months of 1991-92 and ‘wp alin. > yes 
__ the supplementary period, which is significantly less The federal deficit fees = NX 
__ than that recorded in the corresponding period of 1990-91 and 1991-92 Ct Mie 5 Aden. \ 
_ 1990-91. The reasons for the relative improvement in LoL le ee Wad 
__ the deficit over the rest of the current fiscal year Year to date ee aS 
vis-a-vis last year are: billions of dollars ke ce 

¢ the ending of GST transitional costs; 1990-91 ao 


¢ the impact of the decline in interest rates on public 1991-92 


debt charges; 


¢ the impact of the February 1990 and February 
1991 budget measures, along with the actions 
taken throughout 1991-92 to control the pressures 
in the deficit; and, 


¢ the impact of the proposed pension legislation 
to put public service pension plans on a fully 
| funded basis. 


| The deficit in the first nine months of 1991-92 was 

_ $8.0 billion higher than that recorded in the 

_ corresponding period of 1990-91. Most of the 

_ deterioration in the deficit to date occurred in the first 
quarter of 1991-92 (April to June), as the deficit was 
$5.7 billion higher than recorded in the same period of 
1990-91. In the second quarter of 1991-92 (July to 
September), the deficit was $1.7 billion higher, while in 
the third quarter of 1991-92 (October to December), the 
| deficit was up $0.5 billion on a year-over-year basis. 
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Table 1 
Summary Statement of Transactions 


F 


G. 


. Budgetary transactions 


1. Revenues 
2. Program spending 


3. Operating surplus 
4. Public debt charges 


5. Deficit 


. Non-budgetary transactions 


. Financial requirements (excluding 


foreign exchange transactions) 


. Foreign exchange transactions: 


net source(+) / requirement(-) 


. Total financial requirements 


Unmatured debt transactions 


Cash balance at end of period 


April to December 
1988-89 1989-90 1990-91 1991-92 

(millions of dollars) 
73,878 81,077 88,831 86,010 
-67,279 -70,672 -75,638 -81,573 
6,599 10,405 L593 4,437 
-24,314 -29,177 -32,070 -31,265 
-17,715 -18,772 -18,877 -26,828 
-1,686 -314 -716 -1,851 
-19,401 -19,086 -19,593 -28,679 
~-2,564 30 439 4,651 
21,965 -19,056 -19,154 -24,028 
23,590 19,979 21,973 24,718 
3,158 DR bell 4,329 3,260 


transitional costs associated with replacing the federal 
manufacturers’ sales tax (FST) by the Goods and 
Services Tax (GST). Developments over this period 
have generally followed these expectations. 


The deficit and 
the operating balance: 
1990-91 and 1991-92 
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However, in the February 1991 budget, the deficit was 
expected to improve substantially over the remainder of 
the year, reflecting economic recovery, the ending of the 
transitional costs associated with sales tax reform, the 
effects of the lower interest rates on public debt charges, 
and the impact of the fiscal measures announced in the 
February 1991 budget. In this regard, the results for the 
third quarter of this fiscal year were disappointing, 
reflecting the impact of the slower economic growth 
abroad, especially in the United States, on Canadian 
economic performance in the fourth quarter of 1991. A 
number of internal actions have been taken to modify 
the impact of these factors on the deficit. These include 
the year-end freeze on discretionary spending and 
hiring, the scooping of available reserves, and the 
reprofiling of certain grants, contributions, and capital 
expenditures to future years. As a result, the deficit 
forecast for 1991-92 has been held to $31.4 billion. 


Financial requirements, excluding foreign exchange 
transactions, amounted to $28.7 billion in the first nine 
months of 1991-92, $9.1 billion higher than recorded in 
the first nine months of 1990-91. Financial 
requirements, excluding foreign exchange transactions, 
for the fiscal year as a whole are now expected to be 
$27.5 billion, as a slight source of funds is expected 
over the remaining months of 1991-92. Foreign 
exchange transactions in the first nine months of 
1991-92 resulted in a net source of funds amounting to 
$4.7 billion, compared to a net source of $0.4 billion in 
the same period last year. As a result, total financial 
requirements, including foreign exchange transactions, 
were $24.0 billion for the first nine months of 1991-92, 
up $4.9 billion from the requirements in the first nine 
months of 1990-91. 
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Table 2 
Budgetary Revenues 


. Personal income tax 

. Corporate income tax 

. Unemployment insurance contributions 
. Goods and Services Tax 

. Sales and excise taxes/duties 

Other revenues 


. Total budgetary revenues 


Budgetary Revenues 


During the first nine months of 1991-92, budgetary 
revenues declined 3.2 per cent on a year-over-year 
basis. The decline reflects both the impact of the 
recession and the transitional costs associated with 
replacing the FST with the GST. The recession has had 
a pronounced effect on corporate profits and has also 
dampened the growth in personal incomes. 


Corporate profits, in the January 1991 to December 
1991 period, were 32 per cent below the level recorded 
in the same period in 1990. The decline in corporate 
profits has also resulted in higher refunds, as some 
losses are being applied against taxes paid in the past. 
As a result, corporate income tax collections declined 
21.0 per cent in the first nine months of 1991-92 from 
the same period last year. The decline in collections is 
less than the decline in profits owing to the impact of 
the Large Corporations Tax and base-broadening 
measures introduced as part of the 1988 Income Tax 
Reform. Personal income tax collections were up only 
1.5 per cent in the first nine months of 1991-92, 
reflecting the weakness in personal incomes. 


The other major factor lowering budgetary revenues in 
the first nine months of 1991-92 was the impact of the 
transitional costs associated with the replacement of the 
FST by the GST. Total indirect tax revenues in the first 
nine months of 1991-92 amounted to $18.1 billion, 
down $2.4 billion from the same period in 1990-91. 
This decline is largely attributable to the repayment of 
FST paid on new and unused inventories held at the end 
of 1990, the transitional grant paid to small business, 
and the quarterly payment of the low-income GST 
credit. With sales tax reform, the refundable federal 


_ sales tax credit (FST credit) to low-income Canadians, 


which was paid at the time of tax filing, was replaced 
by the enhanced low-income GST credit, which is paid 
quarterly. This credit is netted against gross GST 


| revenues, whereas the refundable FST credit was netted 


against personal income tax revenues. The results for 
the first nine months of 1991-92 include, not only the 
payment of the quarterly GST low-income credit, but 
also the payment of the refundable FST credit with 


| Tespect to the 1990 taxation year. 


April to December 


Per cent 

1990-91 1991-92 change 
(millions of dollars) (%) 
45,306 45,980 1.5 
ee 5,705 -21.0 
9,492 RS 25 21.4 

-580 11,190 

21,076 6,898 -67.3 
6,313 AND -25.4 
88,831 86,010 -3.2 


Unemployment insurance contributions increased by 
21.4 per cent on a year-over-year basis. This increase is 
attributable to the increase in maximum insurable 
earnings, effective January 1991, which is the base for 
the calculation of unemployment insurance 
contributions, and the increase in premium rates, 
effective July 1, 1991. 


Other revenues, consisting primarily of return on 
investments, other non-tax revenues, and non-resident 
taxes, declined by 25.4 per cent. This decline reflects, in 
part, the one-time impact on 1990-91 revenues of the 
acceleration of Bank of Canada profit remittances as 
announced in the February 1990 budget, as well as the 


Budgetary revenues 
1990-91 and 1991-92 


April to December 
Year-over-year growth 


per cent change 
25 


eo er oe 


15 


10 


Total Other 


Personal 
income tax 


Corporate 
income 
tax 
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Financial Requirements 


Non-budgetary transactions in the first nine months 

of 1991-92 resulted in a net requirement of funds 
amounting to $1.9 billion, compared to a net 
requirement of $0.7 billion recorded in the 
corresponding period of 1990-91. Part of the higher 
requirement relates to the impact of the lower interest 
rates on the interest and debt accounts and to a loan to 
the Canada Deposit Insurance Corporation to assist the 
corporation in advancing insurance funds to eligible 
depositors of the Standard Trust Company and Standard 
Loan Company. With a deficit of $26.8 billion and a 
net requirement of funds from non-budgetary 
transactions of $1.9 billion, financial requirements, 
excluding foreign exchange transactions, amounted to 
$28.7 billion in the first nine months of 1991-92. Over 
the final quarter of 1991-92, a slight surplus is expected, 
given the seasonal pattern of financial requirements, 
and this will keep total requirements to the February 
1992 budget estimate of $27.5 billion. 


Foreign exchange transactions resulted in a net source 
of funds of $4.7 billion, compared to a net source of 
$0.4 billion in the first nine months of 1990-91. Total 
financial requirements, therefore, amounted to 

$24.0 billion in the first nine months of 1991-92, up 
$4.9 billion from the 1990-91 requirements. The 
1991-92 requirement was financed through 
unmatured debt transactions of $24.7 billion and a 
drawdown of $0.7 billion in cash balances. 


GST Revenues and the Debt Servicing and 
Reduction Account 


Net GST collections for the period April 1991 to 
December 1991 amounted to $11.2 billion. Since its 
introduction on January 1, 1991, net GST collections 
are $13.8 billion. Table 5 shows GST collections for the 
period up to and including December 1991. With a one- 
month lag in collections, associated with the start-up of 
the GST in January 1991, the results to date effectively 
relate to only eleven months of collections. Excluding 
the impact of the one-time transitional grant to small 
business and the quarterly credit to lower- and modest- 
income Canadians, gross GST collections over this 
period amounted to $16.9 billion, or average collections 
of $1.5 billion per month. A simple extrapolation of 
these results would yield gross collections of about 

$18 1/2 billion for fiscal year 1991-92. Once certain 
factors, such as the seasonal pattern of consumption and 
the distribution of filers is taken into consideration, the 
collections to date continue to be in line with both the 


Table 5 


GST: Comparison of Collection Experience to 
February 1991 Budget Projection 


(millions of dollars) 


A. Net collections to date 


1. Fiscal year 1990-91 2,574 

2. April 1991 to December 1991 11,190 

3. Net collections to date 13,764 
Plus 

4. Small business transitional grant 900 

5. Low-income GST credit 2,247 

6. Gross collections to date 16,911 


B. February 1991 budget 
projection — 1991-92 


7. Net GST revenues 16,350 
Plus 

8. Small business transitional grant 900 

9. Low-income GST credit 2,400 

10. Gross GST revenues 19,650 


February 1991 and February 1992 budget forecasts of 
$19.7 billion for gross collections. 


Part of the current weakness in economic activity stems 
from lower-than-expected business investment and 
exports which are not subject to the GST. In addition, 
while some components of the GST tax base are lower- 
than-expected in the February 1991 budget, others, such 
as expenditures on residential construction, are higher. 
As a result, the aggregate GST tax base for 1991-92 is 
little changed from that forecast in the February 1991 
budget and reiterated in the February 1992 budget and 
hence collections continue to be on track. 


In June 1991, the government introduced legislation in 
the House of Commons to establish the Debt Servicing 
and Reduction Account. Upon Royal Assent, all GST 
revenues net of the applicable rebates and credits, net 
proceeds from the sale of Crown corporations and gifts 
to the Crown identified for debt reduction will be 
credited to this Account. The revenues in this Account 
will be used only to pay interest on the public debt and, 
ultimately, the public debt. This Account, in conjunction 
with the proposed Spending Control Act, which was 
tabled in the House of Commons on February 14, 1992, 
will ensure that GST revenues will not be used to fund 
new program spending. 


The information in this Monitor ‘is based on preliminary financial statements for the first nine months of fiscal year 1991-92. For further 
information contact: P. DeVries at 996-7397. Cet imprimé est également offert en frangais. 
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impact of lower interest rates on the interest sensitive 
components of return on investments. 


Most of the year-over-year decline in budgetary 
revenues was concentrated in the first quarter of 
1991-92. Revenues in that period were 10.1 per cent 
below last year’s level. In the second quarter of 
1991-92, revenues were only 1.2 per cent below the 
same period in 1990-91. In the third quarter, revenues 
were up 3 per cent over the third quarter in 1990-91. 
Revenues are expected to continue to improve over the 
remainder of the fiscal year, given the ending of the 
transitional costs of sales tax reform, the impact 

of the February 1991 budget measures, and the 
January 1, 1992 increase in unemployment insurance 
premium contributions. 


Budgetary Expenditures 


In the first nine months of 1991-92, budgetary 
expenditures were up 4.8 per cent on a year-over-year 
basis. Public debt charges, the largest single component 
of budgetary expenditures, declined by 2.5 per cent. 


The decline in public debt charges reflects the impact of 
lower interest rates, especially short-term rates. Short- 
term interest rates in 1991 averaged 8.9 per cent — 


Table 3 
Budgetary Expenditures 


A. Major transfers to persons, of which: 
Unemployment insurance program payments 
Old age security benefits 
Family allowances 


B. Major transfers to other levels of government, of which: 
Established Programs Financing) 
Fiscal transfers 
Canada Assistance Plan 


C. Major subsidies and other transfers, of which: 
Agricultural subsidies 
Indian and Inuit programs 
Regional / industrial development 
Science and technology 


D. Major payments to Crown corporations, of which: 
Canada Mortgage and Housing Corporation 
Canadian Broadcasting Corporation 


. Defence 
International assistance) 


. Other program spending 


. Total program expenditures 


BOG a 


Public debt charges 
J. Total budgetary expenditures 


60 basis points lower than the February 1991 budget 
forecast of 9.5 per cent. Most of this decline in rates 
occurred in the second half of 1991 and was most 
pronounced in the final quarter of the year. 


Program spending advanced by 7.8 per cent in the first 
nine months of 1991-92, compared to the same period 
in 1990-91. Most of the year-over-year increase reflects 
the impact of the recession on the cyclically-sensitive 
components of spending (unemployment insurance 
benefit payments and Canada Assistance Plan transfers) 
and the timing of payments. 


More than half of the increase in program spending of 
$5.9 billion was due to a $3.1 billion increase in 
unemployment insurance benefit payments. The 
recession resulted in a surge in unemployment 
insurance benefits — in fact, the number of beneficiaries 
was up 26.9 per cent over the year earlier level. In 
addition, average benefits are higher given the 
composition of the unemployed. The recession was also 
largely responsible for an increase in Canada Assistance 
Plan transfers to the provinces. Although growth in such 
transfers to Ontario, Alberta, and British Columbia were 
capped in the February 1990 budget to increase by no 
more than 5 per cent in 1991-92, the impact of this 
measure will not be felt until later in the fiscal year. 


April to December 


Per cent 

1990-91 1991-92 change 
(millions of dollars) (%) 
26,332 30,737 16.7 
Jo51 12,666 32.6 
12,708 13,700 7.8 
2,066 2,097 Jhe3) 
19,158 19,804 3.4 
6,025 5,802 -3.7 
7,447 7,561 le) 
4,249 9,033 18.5 
6,141 6,506 5.9 
1,299 1579 6.2 
1,740 1,994 14.6 
472 420 -11.0 
847 784 -7.4 
3,304 3,431 3.8 
1,202 1522 10.0 
892 814 -8.7 
8,447 7,835 -7.2 
1,419 1.570 10.6 
10,837 11,690 7.9 
75,638 81,573 7.8 
32,070 31,265 -2.5 
107,708 112,838 4.8 


(1) Cash portion only. Total EPF cash and tax transfers are up 1.1 per cent in 1991-92. 


(2) Budgetary cash portion only. 
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Budgetary expenditures 
1990-91 and 1991-92 


April to December 
Year-over-year growth 


per cent change 
15 


1990-91 


[_] 1991-92 


Total 


Public debt 
charges 


Program 
spending 


Among the other elements of program spending, the 
increase in elderly benefits reflected increases in both 
average benefits, which are indexed to quarterly 
changes in the consumer price index, and the eligible 
population base. The decline in Established Programs 
Financing (EPF) cash transfers reflects the impact of the 
February 1990 budget measure which limited the 
overall increase in EPF entitlements in 1991-92 to 
reflect changes in population only, implying a growth of 
about 1.1 per cent. EPF entitlements are paid in the 
form of tax point transfers and cash. As the value of tax 
transfers is unaffected by this measure, this restraint 


Table 4 
Interest Rate Comparisons 


initiative impacts only on cash transfers, which 
declined by 3.7 per cent. The growth in fiscal 
transfers, consisting primarily of equalization transfers 
to lower-income provinces, reflects the impact of 
prior-year adjustment recoveries. 


The increase in major subsidies and other transfers 
largely reflects additional assistance to grain farmers 
due to the international grain subsidy dispute between 
the European Economic Community and the United 
States and to higher grants and contributions for Indian 
and Inuit programs. The increase in transfers to major 
Crown corporations primarily relates to higher 
payments to the Canada Mortgage and Housing 
Corporation. Defence spending is lower, reflecting the 
impact of incremental spending in 1990-91 related to 
the Gulf hostilities and savings associated with the 
replacement of the FST by the GST. The increase in 
international assistance funding primarily reflects the 
timing of payments as the Expenditure Control Plan 
restricted spending growth for 1991-92 to 5 per cent. 
The increase in other program spending primarily 
reflects the timing of payments. The government has 
imposed a year-end freeze on discretionary spending 
along with a number of additional internal actions. 
The impact of these actions will be felt in the final 
quarter of this year. 


Total budgetary expenditures in the February 1992 
budget are estimated for 1991-92 to be $155.5 billion, 
$3.5 billion lower than forecast in the February 1991 
budget. About half of the lower spending results from 
the impact of lower interest rates on public debt 
charges. Program spending is expected to be 

$1.8 billion lower than estimated in the February 1991 
budget, reflecting the impact of full funding of public 
service pensions, the year-end freeze on discretionary 
spending and hiring and other internal actions. The 
lower forecast for budgetary expenditure will offset 
much of the weakness in budgetary revenues and keep 
the deficit to $31.4 billion. 


1991 Average 
Ql Q2 Q3 Q4 1991 
A. 90-day paper rate 
1. February 1991 budget 10.0 9.4 a2 9.2 9.5 
2. Actual 10.2 oO 8.6 Uist) 8.9 
3. Difference 0.2 -0.3 -0.6 -1.5 -0.6 
B. 10-year bond rate 
1. February 1991 budget 12 10.9 10.8 10.8 10.9 
2. Actual ils 1 te! 10.8 10.2 10.8 
3. Difference -0.1 G2 0.0 -0.6 -0.1 
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Highlights of Financial Results for April 1991 to March 1992 


¢ In March 1992, there was a surplus of $0.8 billion, the first monthly surplus since May 1990 and only the 
third-surplus since the early 1980s. 

¢ Asa result, the deficit for the period April 1991 to March 1992, prior to standard supplementary period 
accounting adjustments, was $32.6 billion. 

¢ Full-year deficit results for 1991-92 will not be available until the supplementary period adjustments 
are fully incorporated into the financial data. The financial results in the supplementary period are 
expected to show a significant improvement over last year. Preliminary financial results for 1991-92 will be 
available in late summer. 

¢ The performance of the economy was somewhat weaker than expected at the end of 1991 and in the first 
quarter of 1992, resulting in lower revenues (most notably GST revenues) than estimated in the February 
1992 budget, which could put upward pressure on the deficit outcome for 1991-92. Spending, however, is 
in line with the budget estimate. 


Summary The federal deficit 


7 1990-91 and 1991-92 
Over the period April 1991 to March 1992, the O24 an 
budgetary deficit was $32.6 billion. These results, Year to date 


however, are not the full-year deficit results for fiscal billions of dollars 
year 1991-92. Still to be determined are the standard 35 —— 1990-91 
accounting adjustments recorded in the Be 


“supplementary period”. Consistent with government 
accounting principles, these “supplementary period” 
adjustments primarily reflect the recording of the 
costs of goods and services provided to the 
government prior to the end of March. Adjustments 
are also made to budgetary revenues, primarily to 
reflect cash in transit at year end. 


As indicated in the February 1992 budget, a 
significant improvement in the deficit, on a year- 
Over-year basis, was expected in the final quarter of 
1991-92 and in the supplementary period. On a year- 


over-year basis, the deficit in the final quarter of April April April April Fiscal 
clas Ae t t t ear 
1991-92 did improve as expected, down $2.9 billion ve Sept. hee en : 


from that recorded in the same period of 1990-91. 


ivi 


Canada 
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Table 1 
Summary Statement of Transactions 


April to March 


1988-89 1989-90 1990-91 1991-92 


A. Budgetary transactions 


1. Revenues 
2. Program spending 


3. Operating surplus 
4. Public debt charges 
5. Deficit 


B. Non-budgetary transactions 


C. Financial requirements (excluding 
foreign exchange transactions) 


D. Foreign exchange transactions: 
net source(+) / requirement(-) 


E. Total financial requirements 
F. Unmatured debt transactions 


G. Cash balance at end of period 


(millions of dollars) 


102,045 112,941 119,329 120,991 
-93,102 -98,123 -104,218 12,315 
8,943 14,818 15,111 8,676 
Ea03 -38,782 -42,675 -41,275 
-24,280 -23,964 -27,564 -32,599 
2,174 3,638 3,098 954 
-22,106 -20,326 -24,466 -31,645 
-5,379 e718 -4,900 942 
-27,485 -21,044 -29,366 -30,703 
27,970 20,747 30,523 29,017 
2,020 1,534 2,666 880 


The deficit and 
the operating balance: 
1990-91 and 1991-92 


Apri! to March 
Year-over-year change 


billions of dollars 


30 
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25 [_] Deficit 
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In March 1992, a surplus of $0.8 billion was 
recorded, compared to a deficit of $1.6 billion in 
March 1991. This improvement reflects the ending of 
certain transitional costs related to sales tax reform, 
as well as the impact of previous budget measures. 
The supplementary period for fiscal year 1991-92 is 
also expected to show a significant improvement 
over last year, reflecting the impact of discretionary 
actions the government took during 1991-92. These 
include the year-end freeze on discretionary 
spending and hiring, the full-funding of pensions, 
reserve reductions, the reprofiling of certain grants, 
contributions, and capital expenditures to future 
years, and reduced pension liabilities reflecting low 
inflation. In addition, certain revenues received in 
late March but not deposited with the Receiver 
General until April will be recorded in the 
supplementary period. 


Although a significant improvement is expected in 
the supplementary period, the final deficit outcome 
for 1991-92 may exceed the February 1992 budget | 
estimate of $31.4 billion. Economic data and data 
revisions that have become available since the 
February 1992 budget indicate that the performance 
of the economy at the end of 1991 and in the first 
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quarter of 1992 was somewhat weaker than originally 
expected. The impact of the economic developments 
will be most pronounced on the applicable tax bases, 
with the result that revenues could be somewhat 
lower than estimated in the February 1992 budget. In 
contrast, primarily reflecting the impact of the 
restraint measures introduced by the government, 
spending remains on the budget track. The net impact 
of these developments on the deficit outcome for 
1991-92 will not be known until late summer, when 
the supplementary period adjustments are completed. 


The key factors affecting the operating balance 
throughout the April 1991 to March 1992 period 
were the impact of the recession and the transitional 
costs associated with sales tax reform. The weakness 
in economic activity throughout 1991 and into the 
first quarter of 1992 has resulted in lower tax bases, 
particularly personal incomes and corporate profits, 
and higher unemployment insurance benefits. In 
addition, revenue growth throughout 1991-92 was 
dampened by the quarterly payment of the enhanced 
low-income GST credit and the one-time transitional 
GST grant paid to small business. 


The adverse impact of these factors on the operating 
balance would have been greater had it not been for 
the substantial actions taken in previous budgets and 
during 1991-92. These included, for example, the 
increases in unemployment insurance premium 

rates to maintain the financial integrity of the 
Unemployment Insurance Account, and the ongoing 
impacts of the Expenditure Control Plan, first 
introduced in the February 1990 budget and extended 
and broadened in the February 1991 budget. 
Measures affecting the supplementary period will 
add to the operating surplus. 


Table 2 
Budgetary Revenues 


Financial requirements are largely unaffected by 

the “supplementary period” adjustments. Preliminary 
results for fiscal year 1991-92 indicate that financial 
requirements, excluding foreign exchange 
transactions, were $31.6 billion. Foreign exchange 
transactions in 1991-92 resulted in a net source of 
funds amounting to $0.9 billion, compared to a net 
source of $4.9 billion in the same period last year. 
As a result, total financial requirements, including 
foreign exchange transactions, were $30.7 billion in 
1991-92, $1.3 billion higher than that recorded in 
1990-91. Unmatured debt transactions amounted to 
$29.0 billion in 1991-92, down $1.5 billion from 
1990-91. 


Budgetary Revenues 


Budgetary revenues over the April 1991 to March 
1992 period increased by 1.4 per cent over the same 
period last year. During 1991-92, budgetary revenues 
were affected by a number of factors, including the 
recession, the transition to the Goods and Services 
Tax, and actions to maintain the financial integrity of 
the Unemployment Insurance Account. 


The recession has dampened the corporate and 
personal income tax bases. Corporate profits, in the 
January 1991 to December 1991 period, were 

39 per cent below the level recorded in the same 
period in 1990. The decline in corporate profits has 
also resulted in higher refunds, as some losses are 
being applied against taxes paid in the past. As a 
result, corporate income tax collections declined 
17.9 per cent. The decline in collections is less than 
the decline in profits owing to the impact of the 


April to March 


. Personal income tax 

. Corporate income tax 

. Unemployment insurance contributions 
. Goods and Services Tax 

. Sales and excise taxes/duties 

. Other revenues 


YN DUNS WN 


. Total budgetary revenues 


Per cent 

1990-91 1991-92 change 
(millions of dollars) (%) 
59,541 62,702 eS 
11,044 9,069 -17.9 
12,725 15,462 2E5 
2,159 14,365 n/a 
23,449 9,877 -57.9 
10,411 9,516 -8.6 
119,329 120,991 1.4 
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Budgetary revenues 
1990-91 and 1991-92 


April to March 
Year-over-year growth 


per cent change 
25 


HM 1990-91 


0 L_ Jogos 


Total Personal Corporate Other 
income tax income 
tax 


Large Corporations Tax and base-broadening 
measures introduced as part of the 1988 Income 
Tax Reform. 


Declines in employment and lower inflation 
dampened increases in wage growth, resulting in an 
increase of only 3.2 per cent in personal incomes in 
1991. Although personal income tax collections 
were up 5.3 per cent in the April 1991 to March 
199 period, compared to the same period in 1990- 
91, about one-third of this increase was attributable 
to recoveries for overpayments to provinces in 
1990 under the Provincial Tax Collection 
Agreements. 


The transitional costs associated with the 
replacement of the federal manufacturers’ sales tax 
by the GST have also served to dampen the growth 
in budgetary revenues. The transitional costs include 
the repayment of FST paid on new and unused 
inventories held at the end of 1990, the transitional 
grant paid to small business, and the replacement of 
the FST low-income credit, which was paid at the 
time of tax filing, by the enhanced low-income GST 


credit, which is paid quarterly. The net impact of 
these transitional costs is estimated to have lowered 
revenues by about $2.7 billion in 1991-92. Net GST 
collections for the period April 1991 to March 1992 
amounted to $14.4 billion. These are not the final 
results for the fiscal year. Although remitters are 
required to file their returns by the end of the month, 
delays in processing resulted in some monies not 
being deposited with the Receiver General until the 
first few days of the following month. As a result, 
monies deposited in early April 1992 will be credited 
to the 1991-92 fiscal year in the supplementary 
period. However, the results to date indicate that 
collections for the year as a whole will be less than 
estimated in the February 1992 budget (see section 
entitled “GST Revenues in 1991-92”). 


Unemployment insurance premium contributions 
increased by 21.5 per cent on a year-over-year basis. 
This increase is attributable to the increase in 
maximum insurable earnings, effective January 1991, 
which is the base for the calculation of 
unemployment insurance contributions, coupled with 
the July 1991 and January 1992 increases in premium 
rates. Despite these increases in premium rates, the 
accumulated deficit in the Unemployment Insurance 
Account is expected to increase by about $2 billion 
in 1991-92. 


Other revenues, consisting primarily of return on 
investments, other non-tax revenues, and non- 

resident taxes declined by 8.6 per cent. This 

decline reflects, in part, the one-time impact on 

1990-91 revenues of the acceleration of Bank of { 
Canada profits as announced in the February 
1990 budget. 


Economic data and data revisions that have become 
available since the February 1992 budget indicate 
that the performance of the economy at the end of 
1991 and in the first quarter of 1992 was weaker than 
expected which could result in lower than expected 
budgetary revenues. However, corporate tax 
collections to the end of March 1992 were higher 
than estimated in the February 1992 budget, which 
could offset some of the weakness in GST revenues. 
It is still early to assess what impact these 
developments will have on the final outcome for 
budgetary revenues and the deficit. 


Table 3 
Budgetary Expenditures 


A. Major transfers to persons, of which: 
Unemployment insurance program payments 
Old age security benefits 
Family allowances 


B. Major transfers to other levels of government, of which: 
Established Programs Financing!) 
Fiscal transfers 
Canada Assistance Plan 


C. Major subsidies and other transfers, of which: 
Agricultural subsidies 
Indian and Inuit programs 
Regional / industrial development 
Science and technology 


D. Major payments to Crown corporations, of which: 
Canada Mortgage and Housing Corporation 
Canadian Broadcasting Corporation 


. Defence 
International assistance?) 

. Other program spending 

. Total program expenditures 
Public debt charges 


Be ASE) (@) eal les) 


J. Total budgetary expenditures 
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April to March 


Per cent 

1990-91 1991-92 change 
(millions of dollars) (%) 
37,098 42,993 15.9 
14,388 18,360 27.6 
NIMH 18,388 7.4 
DAKE 2,808 2.6 
25,832 26,287 1.8 
7,895 8,830 11.8 
10,014 8,734 -12.8 
5,990 6,130 2S 
8,429 9,519 12.9 
1,873 2,945 SIL 
2,110 DSS 12.6 
750 804 q p93 
1,181 dO: -6.0 
4,591 4,489 -2.2 
1,840 1,759 -4.4 
1,078 1,031 -4.4 
11,184 10,963 -2.0 
2,187 Mears 6.9 
14,897 S27) 5.6 
104,218 HIS 1S 7.8 
42,675 41,275 -3.3 
146,893 153,590 4.6 


(1) Cash portion only. Total EPF cash and tax transfers were up 1.1 per cent in 1991-92. 


(2) Budgetary cash portion only. 


Budgetary Expenditures 


Budgetary expenditures were up 4.6 per cent on a 


year-over-year basis. Public debt charges, the largest 


single component of budgetary expenditures, 
declined by 3.3 per cent. The lower public debt 
charges reflect the decline in interest rates, 
especially short-term rates, since May 1990. Short- 
term interest rates in 1991 averaged 8.9 per cent — 
410 basis points lower than the 1990 average of 

13 per cent. At the end of March 1992, short-term 
interest rates were 663 basis points below the peak 
recorded in May 1990. 


On a year-over-year basis, program spending 
was up 7.8 per cent. Most of the year-over-year 
increase reflects the impact of the recession on 
the cyclically sensitive components of spending, 
increased assistance to farmers, prior-year 
adjustments, and the timing of payments. 


The year-over-year growth rate is expected to come 
down once the supplementary period adjustments 
are incorporated. 


Over 70 per cent of the increase in program 
spending of $8.1 billion was due to a $5.9 billion 
increase in major transfers to persons, primarily 
reflecting higher unemployment insurance benefit 
payments and increases in old age security payments. 
The number of unemployment insurance 
beneficiaries was up 26.9 per cent over the year 
earlier level. In addition, average benefits were 
higher given the composition of the unemployed. 
The increase in old age security benefit payments 
reflects increases in both the eligible population 
base and average benefits. Old age security benefits 
are indexed to quarterly changes in the consumer 
price index, which in 1991 included the one-time 
price increase associated with the introduction 

of the GST. 
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Budgetary expenditures 
1990-91 and 1991-92 


April to March 
Year-over-year growth 


per cent change 
LS 


BH 1990-91 
[__] 1991-92 


oa 


(=) 


Total Public debt Program 
charges spending 


Major transfers to provinces were up 1.8 per cent on 
a year-over-year basis, primarily reflecting increased 
cash transfers under Established Programs Financing 
(EPF). Under the Expenditure Control Plan, first 
introduced in the February 1990 budget and extended 
in the February 1991 budget, total EPF entitlements 
were frozen in per capita terms. EPF entitlements are 
paid in the form of tax point transfers and cash. The 
increase in cash transfers in 1991-92 was attributable 
to prior-year adjustments, as the data revisions have 
lowered the value of prior-year tax point transfers. 
Recoveries with respect to overpayments in 1990-91, 
coupled with limits on the growth in transfers to 
Ontario, Alberta, and British Columbia, have 
restrained the overall increases in Canada Assistance 
Plan transfers to the provinces. Fiscal transfers were 
lower, reflecting lower payments under Reciprocal 
Taxation agreements, due to sales tax reform, and 
recoveries relating to overpayments in previous years 
under the Equalization program. 


The increase in major subsidies and other transfers 
largely reflects the transition to the new agricultural 
income support program. For the 1991 crop year, the 
Gross Revenue Insurance Program and the Net 
Income Stabilization Account replaced grain support 


previously delivered through the Western Grain 
Stabilization Account and the Agricultural 
Stabilization Account programs. Additional 
assistance to grain farmers, due to the international 
grain subsidy dispute between the European 
Economic Community and the United States, was 
financed by reallocating resources previously set 
aside, but not used, for the Gulf War. Payments under 
the Western Grain Transportation Act were also 
higher, due to increased shipments. Grants and 
contributions for Indian and Inuit programs were 
also higher. 


The decline in transfers to major Crown corporations 
primarily relates to lower payments to the Canada 
Mortgage and Housing Corporation and the Canadian 
Broadcasting Corporation. Defence spending is 
lower, reflecting the impact of incremental spending 
in 1990-91 related to the Gulf hostilities and savings 
associated with the replacement of the FST by the 
GST. The increase in international assistance funding 
primarily reflects the timing of payments as the 
Expenditure Control Plan restricted spending growth 
for 1991-92 to 5 per cent. The increase in other 
program spending primarily reflects the timing of 
payments. 


Total budgetary expenditures over the April 1991 to 
March 1992 period are consistent with the February 
1992 budget estimate of $155.5 billion. The 
Expenditure Control Plan has effectively restrained 
the growth in many components of program 
spending. In addition, discretionary actions 
undertaken during the course of 1991-92, including 
the year-end freeze on discretionary spending, 
scooping of reserves, and full-funding of pensions, 
will significantly reduce the level of spending in the 
supplementary period. 


Financial Requirements 


Non-budgetary transactions in the April 1991 to 
March 1992 period resulted in a net source of funds 
of $1.0 billion, compared to a net source of 

$3.1 billion recorded in the corresponding period of 
1990-91. Most of the lower net source of funds 
relates to the transfer to the Provincial Tax 
Collection Agreements Account to adjust for 
Overpayments to the account with respect to the 
1990 taxation year and to a higher encashment of 
personal income tax refunds. 


} 
} 
| 
| 
| 
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Financial requirements, excluding foreign 
exchange transactions, amounted to $31.6 billion 
in 1991-92, compared to the February 1992 budget 
estimate of $27.5 billion. The higher-than-expected 
outcome appears to be largely related to the timing 
of receipts and the faster encashment of personal 
income tax refund cheques. Neither of these factors 
is expected to affect the deficit outcome for 
1991-92 adversely. 


Foreign exchange transactions resulted in a net 
source of funds of $0.9 billion, compared to a net 
requirement of $4.9 billion in 1990-91. Foreign 
exchange transactions are primarily directed towards 
promoting orderly conditions in the Canadian dollar 
exchange markets. 


Total financial requirements, therefore, amounted 
to $30.7 billion, up $1.3 billion from the 1990-91 
requirements. The 1991-92 requirement was 
financed through unmatured debt transactions of 
$29.0 billion and a drawdown of $1.7 billion in 
cash balances. 


Table 4 


GST Revenues in 1991-92 


The February 1992 budget estimated net GST 
revenues at $16.4 billion for 1991-92. This was based 
on collections data to the end of December and a 
forecast of economic developments in the first 
quarter of 1992. 


Net collections over the April 1991 to December 
1991 period amounted to $11.2 billion (see Table 4). 
Excluding the impact of the quarterly low-income 
GST Credit and the one-time small business 
transitional grant, gross collections were 

$13.7 billion, or average monthly collections of 
$1.5 billion. 


An extrapolation of these results, coupled with 
adjustments to account for the supplementary 
period and the seasonal impact of Christmas sales 
on January 1992 collections, resulted in estimated 
net collections for 1992-92 of $16.4 billion. 
However, GST collections in both January 1992 and 
February 1992 were significantly below the average 
collections in the preceding nine months. On a net 


GST: Comparison of Collection Experience to February 1992 Budget Projection 


A. April to December net collections 


B. Adjustments: 
— Low-income credit 
— Small business transitional grant 


C. April to December gross collections 


D. January to supplementary period 


January 1992(2) 
February 1992 

— March 1992 

— Supplementary period) 


- Outcome for 1991-92 


(millions of dollars) 


11,190 


1,648 
900 


13,7380) 


Net Collections 


Expected ; _ Actual 
1,400 635 
1,500 1,077 
1,500 1,462 

800 ; 800 
16,390 15,164 


() Average gross monthly collections of $1.5 billion over April to December. 


(2) Net of quarterly low-income GST Credit. 
(3) Estimate. 
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basis, the January 1992 results were $0.8 billion 
lower than estimated at the time of the February 1992 
budget, while the February 1992 results were 

$0.4 billion lower. March 1992 collections were 
consistent with the February 1992 budget estimate. 
Supplementary period results will not be available 
until the summer. On the basis of monthly results 
through to March 1992, GST revenues could be 

$1.2 billion lower than estimated at the time of the 
February 1992 budget. 


Based on information available at the time of the 
February 1992 budget, it appeared that the GST tax 
base for 1991 had changed only marginally from that 
estimated in the February 1991 budget, despite 
weaker economic growth. Data available at the time 
of the February 1992 budget indicated that weakness 
in the economy in 1991 was largely concentrated in 
sectors not subject to the GST — exports and 
investment — while sectors subject to the GST, 
notably residential construction, were reasonably 
robust. Hence, GST collections appeared to be on 
track with the February 1991 budget forecast through 
December 1991. 


However, data revisions by Statistics Canada after 
the February 1992 budget, coupled with weakness 
in retail sales in December 1991, lowered the level 


of consumption in the fourth quarter of 1991 by 
$3.7 billion or 0.9 per cent below the budget 
estimate. Heavy discounting by retailers in 
December and continued weakness in retail sales in 
the first quarter of 1992 further reduce the tax base 
to which the GST is applied. As a result of these 
developments, GST collections for 1991-92 will be 
below the February 1992 budget estimate, by 
approximately $1-$1.5 billion. 


Debt Servicing and 
Reduction Account 


In June 1991, the government introduced legislation 
in the House of Commons to establish the Debt 
Servicing and Reduction Account. Upon Royal 
Assent to the legislation, all GST revenues net of the 
applicable rebates and credits, net proceeds from the 
sale of Crown corporations and gifts to the Crown 
identified for debt reduction will be credited to this 
Account. The revenues in this Account will be used 
only to pay interest on the public debt and, 
ultimately, the public debt. This account, in 
conjunction with the proposed Spending Control Act, 
which was tabled in the House of Commons on 
February 14, 1992, will ensure that GST revenues 
will not be used to fund new program spending. 


The information in this Monitor is based on financial results to the end of March 1992. For further information contact: P. DeVries at 


996-7397. Cet imprimé est également offert en francais. 
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Highlights of the preliminary financial results for 1991-92 


¢ The preliminary deficit result for 1991-92, on a public accounts basis, is $34.6 billion. This estimate 
is up $4.0 billion from 1990-91 and $3.2 billion higher than the February 1992 budget projection of 
$31.4 billion. 


¢ The higher deficit outcome for 1991-92 reflects the impact of cyclical factors, which dampened the 
flow of budgetary revenues and increased certain components of spending. 


¢ Asa percentage of the economy, the deficit has declined from 8.7 per cent in 1984-85 to 5.1 per cent 
in 199]-92. 


* Program spending, subject to the Spending Control Act, is estimated to be,$ -5 billion.below the limit 
specified for 1991-92. Op WPag. we 


Summary oh 5, 


The deficit 
The 1990-1991 recession put substantial 


upward pressure on the deficit in both 1990-91 
and 1991-92, as real gross domestic product 
declined in both 1990 and 1991. The fall in real 
output, with its accompanying decline in 
employment and higher unemployment, 
substantially lowered the growth in revenues 
and resulted in higher unemployment insurance 
benefit payments. The fiscal situation in both 
1990-91 and 1991-92 was further affected 

by the transitional costs associated with the 
replacement of the manufacturers’ sales tax 
with the Goods and Services Tax (GST). 


billions ae ae per cent 15 
of dollars aman Of GDP 


Although the increase in the deficit in 1990-91 
was largely contained, the preliminary estimates 
indicate that the deficit for fiscal year 1991-92 
increased by $4.0 billion to $34.6 billion. 
Budgetary revenues advanced by only 2.3 per 80-81 85-86 91-92 
cent in 1991-92, less than half the growth 


Canada 
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Table 1 


Summary statement of transactions: Preliminary outcome for 1991-92 


1984-85 1985-86 1986-87 1987-88 1988-89 1989-90 1990-91 1991-92 


(billions of dollars) 


A. Budgetary transactions 


1. Revenues et 76.9 85.9 97.6 104.1 Dey 119.4 1272 
2. Program spending 87.1 86.1 90.0 96.8 99.8 103.9 107.4 UIS5 
3. Operating balance -16.1 -9.1 -4.] 0.8 4.2 9.8 [GIES 6.6 
4. Public debt charges 22S 25.4 208) 29.0 Se 38.8 42.5 41.2 
5. Deficit -38.5 -34.6 -30.7 -28.2 -29.0 -29.0 -30.6 -34.6 
B. Net public debt 206.3 240.9 2 A) 299.9 328.8 357.8 388.2 422.8 
C. Non-budgetary transactions: 8.7 4.1 7.8 9.4 6.5 8.5 6.0 2.8 


net source(+)/requirement(-) 


D. Financial requirements -29.8 -30.5 -22.9 -18.8 -22.5 -20.5 -24.5 -31.8 
(excluding foreign exchange 
transactions) 


E. Foreign exchange transactions: 2.4 5.6 -6.4 -7.1 -5.7 -0.7 -4.9 0.9 
net source(+)/requirement(-) 


F. Total financial transactions 274 -24.9 -29.3 -25.9 -28.2 = e2 -29.4 -30.9 
G. Unmatured debt transactions 26.8 23.8 29.2 22.9 PAS) 20.9 30.5 29.1 
H. Cash balance at end of period ay) 4.7 4.6 IRS) 1.8 1) 2.6 0.8 


Memorandum: As a percentage of gross domestic product 


Deficit ‘Soll ke 6.1 Sell 4.8 4.5 4.6 Sal 
Financial requirements 6.7 6.4 4.5 3.4 337/ 3 37/ 4.7 
(excluding foreign 
exchange transactions) 


Budgetary revenues 16.0 16.1 17.0 Wee Wie Wes) WES) 18.1 
Program spending 19.6 18.0 17.8 NAS 16.5 16.0 16.1 V7 
Net public debt 46.4 50.4 53.7 54.4 54.3 55.1 58.2 62.7 
witnessed in 1990-91. Program spending financial integrity of the Unemployment 
increased by 7.5 per cent, with half of the Insurance Account, and the ongoing impacts of 
increase attributable to increased unemployment the Expenditure Control Plan, first introduced 
insurance benefits. in the February 1990 budget and extended and 
broadened in the February 1991 budget. In 
The adverse impact of these factors on the addition, during the course of 1991-92, 
deficit would have been greater had it not been expenditure reduction measures were | 
for the substantial actions taken in previous implemented, including a freeze on discretionary. 
budgets and during 1991-92. These included, spending, which further restrained the increase 
for example, the increases in unemployment in the deficit. 


insurance premium rates to maintain the | 
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As a result of these actions, spending subject 
to control under the Spending Control Act 
was $1.5 billion below the limit specified in 
the Act. Public debt charges declined 3.1 per 
cent, reflecting the decline in interest rates. 


Preliminary results for fiscal year 1991-92 
indicate that financial requirements, 
excluding foreign exchange transactions, 
were $31.8 billion. Foreign exchange 
transactions in 1991-92 resulted in a net 
source of funds amounting to $0.9 billion, 
compared to a net requirement of $4.9 billion 
in 1990-91. As a result, total financial 
requirements, including foreign exchange 
transactions, were $30.9 billion in 1991-92, 
$1.4 billion higher than that recorded in 
1990-91. Unmatured debt transactions 
amounted to $29.1 billion in 1991-92, down 
$1.4 billion from 1990-91. 


Chart 2 
The debt treadmill: 
How compound interest pushed up the debt 


The national debt 
in 1984-85 


Compound interest 
on the 1984-85 debt 


Operating surplus 
since 1984-85 


Fe $20 B 


1991-92 
National debt 


With the deficit increasing in 1991-92, coupled 
with virtually no growth in nominal gross 
domestic product (GDP) — nominal GDP 
advanced by only 1.0 per cent in 1991 — the 
deficit, as a percentage of the economy, stood 
at 5.1 per cent, up from 4.6 per cent recorded 
in 1990-91, but still well below the peak of 

8.7 per cent recorded in 1984-85. 


The operating balance — the difference between 
budgetary revenues and program spending — has 
been in a surplus since 1987-88. In 1991-92, a 
surplus of $6.6 billion was recorded, resulting in 
a cumulative surplus since 1987-88 of 

$33.3 billion. However, the extent of the 
improvement in the deficit has been limited by 
higher debt interest payments. Since 1987-88, 
public debt charges have been larger than the 
entire public accounts deficit. 


The net public debt — the cumulation of 
budgetary deficits and surpluses since 
Confederation — stood at $422.8 billion as of 
March 31, 1992, or 62.7 per cent of GDP. This 
represents an increase of $216.5 billion in net 
public debt since 1984-85. However, all of the 
increase in the net debt since 1984-85 is 
attributable to the compound interest on the 
stock of debt in 1984-85, as the government 
has run a cumulative operating surplus of 
$20.2 billion since that time. 


Final fiscal year results for 1991-92 will be 
published in the Public Accounts of Canada 
scheduled for release in December 1992. 


The preliminary deficit outcome for 1991-92 
was $3.2 billion higher than the February 1992 
budget estimate. Economic data and data 
revisions that have become available since the 
February 1992 budget indicate that the 
performance of the economy at the end of 1991 
and in the first quarter of 1992 was weaker than 
originally expected. The impact of the economic 
developments was most pronounced on the 
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applicable tax bases, with the result that 
revenues were $1.9 billion lower than estimated 
in the February 1992 budget. Budgetary 
expenditures were $1.3 billion higher than 
estimated in the February 1992 budget, primarily 
due to higher unemployment insurance benefits 
and agricultural subsidy liabilities. 


Budgetary revenues 


Budgetary revenues in 1991-92 advanced by 
only 2.3 per cent, less than half the increase 
recorded in 1990-91. The weakness in revenues 
in 1991-92 reflects the impact of the recession 
and the transitional costs associated with the 
replacement of the federal manufacturers’ sales 
tax (FST) with the Goods and Services Tax 
(GST). Nominal gross domestic product 
advanced by only | per cent in 1991, following 
an increase of 2.8 per cent in 1990. This 
sluggishness in the growth in nominal incomes, 


Chart 3 
The deficit and 
the operating balance 


billions of dollars 


40 

[_] Deficit 
30 HMB Operating balance 
20 


1984-85 1991-92 


reflecting declines in employment, a 
deceleration in wage growth, and declines in 
interest income, served to dampen the applicable 
tax bases. The transitional costs include the 
repayment of FST paid on new and unused 
inventories held at the end of 1990, the 
transitional grant paid to small business, and the 
replacement of the FST low-income credit, 
which was paid at the time of tax filing, by the 
enhanced low-income GST credit, which is 
paid quarterly. The net impact of these 
transitional costs is estimated to have lowered 
revenues by about $3.2 billion in 1991-92. 

The impact of these factors was partially offset 
by increases in unemployment insurance 
premium contributions, primarily due to 
increases in premium rates and certain prior 
year recoveries affecting personal income tax 
collections. 


Personal income tax revenue in 1991-92 
increased by 6.3 per cent. This was down from 
the increase of 11.0 per cent recorded in 
1990-91. This deceleration in the rate of growth 
in personal income tax collections in 1991-92 
was related to economic developments. Personal 
incomes in 199] advanced by only 3 per cent, 
as declines in employment and lower inflation 
dampened increases in employment income, 
while lower interest rates and dividends resulted 
in a decline in investment income. The full 
impact of these economic developments was 
not fully reflected in 1991-92 personal income 
tax collections, given the lags in collections 

and the payment of refunds. Much of the 
increase in personal income tax revenues in 
1991-92 was attributable to technical and policy 
factors. With the replacement of the 
manufacturers’ sales tax with the GST, the 
federal sales tax credit, which was paid at the 
time of tax filing and netted against personal 
income taxes otherwise payable, was replaced 
by the enhanced payment of the quarterly low- 
income GST Credit, which is netted against GST 
collections. Recoveries in fiscal year 1991-92 
for overpayments to the Provincial Tax 


Collection Agreements Account for both 1990 
and 1991 and to the Unemployment Insurance 
Account also served to increase personal income 
tax revenues in 1991-92. 


Corporation income tax revenue declined by 
20.2 per cent in 1991-92. This marks the second 
consecutive year in which corporate income 

tax collections have declined. Corporate income 
tax collections are down 28 per cent from their 
peak in 1989-90. This decline reflects the impact 
of the recession on corporate profits. Rising 
unit labour costs and weakening demand have 
left corporate profit margins at their lowest 
levels since the 1981-1982 recession. Corporate 
profits have declined steadily since the fourth 
quarter of 1988 and by the end of 1991 were 
nearly 65 per cent below their pre-recession 
peak. The decline in corporate income tax 
revenue has been proportionally less than the 
cumulative decline in corporate profits, owing 
in part to the impact of the base-broadening 
measures introduced as part of the 1988 

Income Tax Reform as well as the introduction 
in the April 1989 budget of the Large 
Corporations Tax. 


In 1991-92, unemployment insurance 


contributions increased by 21.1 per cent, 


Table 2 
Budgetary revenues 


A. Personal income tax 
B. Corporate income tax 
C. Unemployment insurance contributions 


D. Sales and excise taxes and duties 
1. Goods and Services Tax 
2. Other sales and excise taxes/duties 


E. Other revenues 


F. Total budgetary revenues 
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attributable to the increases in maximum 
insurable earnings, effective at the beginning of 
each calendar year, which is the base for the 
calculation of unemployment insurance 
contributions, coupled with the July 1, 1991 and 
January 1, 1992 increases in premium rates. 
Premium rates for employees increased from 
$2.25 per $100 of insurable earnings to $2.80 on 
July 1, 1991 and to $3.00 on January 1, 1992. 
The premium rate increases in fiscal year 
1991-92 were implemented to maintain the 
financial integrity of the Unemployment 
Insurance Account. This account is intended to 
be self-financing through employee-employer 
premiums. 


Sales and excise taxes and duties include the 
Goods and Services Tax, customs import 
duties, energy taxes, and other excise taxes and 
duties, most notably excise taxes on tobacco 
products and alcohol. In 1990-91, this 
component included the manufacturers’ sales 
tax. The decline in this component in 1991-92 
primarily reflects the transitional costs 
associated with the replacement of the FST 
with the GST. 


The Goods and Services Tax became effective 
January 1, 1991, replacing the federal 


1990-91 


57,601 
Ke) 
CA IL04 


26,143 
2,574 
23,509 


11,210 


[195387 


1991-92 


(millions of dollars) 


615222 
2552 
15,394 


25,196 
15,168 
10,028 


11,014 
122,185 


Year-over-year 
change 


(per cent) 


6.3 
-20.2 
21.1 
-3.6 


23 
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manufacturers’ sales tax. The GST is applied at 
arate of 7 per cent on most goods and services 
consumed in Canada, with the exception of 
basic groceries, most health and dental care 
services, most educational services, and 
residential rents. In contrast, the manufacturers’ 
sales tax was applied solely to manufactured 
goods at a general rate of 13.5 per cent. In 
1991-92, the first full fiscal year of 
implementation, net GST revenues amounted 
to $15,168 million. These collections are net 

of the low-income GST Credit, which amounted 
to $2.3 billion, and the one-time payment of the 
transitional grant to small business, which was 
estimated at $0.9 billion. The net revenues from 
the GST are required by law to be deposited 

in the Debt Servicing and Reduction Account, 
to be used solely to pay the interest on the 
public debt. 


The decline in other sales and excise taxes and 
duties was attributable to the elimination of the 
manufacturers’ sales tax, coupled with the 
repayment of FST paid on new and unused 
inventories held at the end of 1990. 


Other revenues include non-resident tax, other 
tax revenue, and non-tax revenue. Most of the 
decline in 1991-92 was due to the impact of 
the decline in interest rates on the various 
interest-sensitive components and lower 
recoveries. 


The preliminary outcome for total budgetary 
revenues was $1.9 billion lower than forecast 

in the February 1992 budget. This was largely 
attributable to lower-than-expected sales and 
excise tax revenues. GST revenues were 

$1.2 billion lower than expected. Based on 
information available at the time of the 
February 1992 budget, it appeared that the GST 
tax base for 1991 had changed only marginally 
from that estimated in the February 1991 budget, 
despite weaker economic growth. Data available 
at the time of the February 1992 budget 
indicated that weakness in the economy in 199] 


was largely concentrated in sectors not subject 
to the GST — exports and investment — while 
sectors subject to the GST, notably residential 
construction, were reasonably robust. Data 
revisions by Statistics Canada after the 
February 1992 budget, coupled with weakness 
in retail sales in December 1991, lowered the 
level of consumption in the fourth quarter of 
1991 by $3.7 billion or 0.9 per cent below the 
budget estimate. Heavy discounting by retailers 
in December and continued weakness in retail 
sales in the first quarter of 1992 further reduced 
the tax base to which the GST is applied. In 
addition, rebates to manufacturers pertaining 

to FST paid on new and unused inventories 
held at the end of 1990 were higher than 
expected. 


Budgetary expenditures 


Budgetary expenditures were up 4.5 per cent 
on a year-over-year basis. Public debt charges, 
the largest single component of budgetary 
expenditures, declined by 3.1 per cent. The 
lower public debt charges reflect the decline in 
interest rates, especially short-term rates, since 
May 1990. Short-term interest rates in 1991 
averaged 8.9 per cent — 410 basis points lower 
than the 1990 average of 13 per cent. At the end 
of March 1992, short-term interest rates were 
663 basis points below the peak recorded in 
May 1990. 


The increase in program spending of 7.5 per cent 
in 199]-92 was largely attributable to the 
impact of the recession on the cyclically 
sensitive components of spending, such as 
unemployment insurance benefits and cash 
transfers to provinces under Established 
Programs Financing, and increased assistance 
to farmers. However, the impact of these 
components was largely offset by expenditure 
reduction initiatives introduced in previous 
budgets. Over the 1984-85 to 1991-92 period, 
program spending has increased at an annual 
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Table 3 
Budgetary expenditures 


A. Major transfers to persons of which: 
Unemployment insurance program payments 
Old age security benefits 
Family allowances 


B. Major transfers to other levels of government of which: 
Established Programs Financing ! 
Fiscal transfers 
Canada Assistance Plan 


C. Major subsidies and other transfers of which: 
Agricultural subsidies 
Indian and Inuit programs 
Regional/Industrial Development 
Science and technology 


D. Major payments to Crown corporations of which: 
Canadian Broadcasting Corporation 
Canada Mortgage and Housing Corporation 


Defence 

International Assistance 2 
Other program spending 
Total program expenditures 


Public debt charges 


Sie aa gl 


Total budgetary expenditures 


Per cent 

1990-91 1991-92 change 
(millions of dollars) (%) 
36,084 41,103 13.9 
14,665 18,319 24.9 
17,131 18,393 7.4 
27136 2,821 Ba 
23,197 24,786 6.9 
7,895 8,831 11.9 
9,856 9,514 3.6 
5,788 6,099 5.4 
11,020 13,011 18.1 
2955 4,224 42.9 
2,260 2,595 14.8 
ibis: 1,154 So) 
900 927 3.0 
5,180 5,154 -0.5 
1,078 1,031 -4.4 
1,979 1,904 -3.8 
11,689 T12 -1.5 
Sit 2,843 13:2 
17,751 EAT -3.5 
107,432 115,536 PS 
AOL sei 41,231 -3.1 
149,969 156,767 4.5 


' Cash portion only. Total EPF cash and tax transfers are up 1.1 per cent in 1991-92. 


? Budgetary cash portion only. 


_ average rate of only 4.1 per cent, compared 


_ to an increase in inflation of 4.6 per cent. As 


a percentage of the economy, program 
spending has declined from the postwar peak 
of 19.6 per cent recorded in 1984-85 to 

#7.1 per cent in 1991-92. 


Over 70 per cent of the increase in program 
spending of $8.1 billion was due to a $5.0 billion 


_ increase in major transfers to persons, primarily 
reflecting higher unemployment insurance 


benefit payments and increases in old age 


_ security payments. The number of 
_ unemployment insurance beneficiaries was up 


26.9 per cent over the year earlier level. The 
increase in old age security reflected increases 
in both the eligible population base and average 
benefits. Old age security benefits are indexed to 
quarterly changes in the consumer price index, 
which in 1991 included the one-time price 
increase associated with the introduction of 

the GST. 


Major transfers to provinces were up 6.9 per 
cent on a year-over-year basis, primarily 
reflecting increased cash transfers under 
Established Programs Financing (EPF). Under 
the Expenditure Control Plan, introduced in the 


The Fiscal Monitor 


February 1990 budget, total EPF entitlements 
on a per capita basis were held constant at 

the 1989-90 levels. As a result, total EPF 
entitlements increased by just over | per cent in 
1991-92. However, EPF entitlements are paid 

in the form of tax point transfers, which are 
affected by changes in the applicable tax bases, 
with the difference paid in cash. It is the cash 
component that affects program spending. The 
weakness in the tax bases in both 1990 and 1991 
reduced the value of the tax point transfer, 
thereby resulting in substantially higher cash 
transfers. Transfers under the Canada Assistance 
Plan advanced 5.4 per cent in 1991-92. Under 
the Canada Assistance Plan, the federal 
government provides funds to provinces and 
territories to help them pay for certain social 
assistance benefits and services. Under the 
Expenditure Control Plan, the growth in these 
transfers to Ontario, Alberta, and British 
Columbia are capped at 5 per cent per year. 
Fiscal arrangement transfers increased by 3.6 per 
cent in 1991-92. The largest component, 
equalization payments to lower-income 
provinces, however, declined by 1.8 per cent, 
primarily reflecting the impact of the recession, 
most particularly in Ontario, on the tax bases 
used in the equalization formula. 


Major subsidies and other transfers include 
assistance in the stabilization of market prices 
for commodities, the development of new 
technologies, research, the establishment of new 
jobs through training, the provision of social, 
health and economic services to Indian and Inuit 
peoples, and the promotion of educational and 
cultural activities. The 18.1 per cent increase 
registered in this component largely reflects the 
transition to the new agricultural income support 
programs. For the 1991 crop year, the Gross 
Revenue Insurance Program and the Net Income 
Stabilization Account replaced grain support 
previously delivered through the Western Grain 
Stabilization Account and the Agricultural 
Stabilization Account programs. Additional 


assistance to grain farmers, due to the 
international grain subsidy dispute between the 
European Economic Community and the 

United States, was financed by reallocating 
resources previously set aside, but not used, 

for the Gulf War. Payments under the Western 
Grain Transportation Act were also higher, 

due to increased shipments. Grants and 
contributions for Indian and Inuit programs were 
also higher. 


The decline in transfers to major Crown 
corporations primarily relates to lower payments 
to the Canada Mortgage and Housing 
Corporation and the Canadian Broadcasting 
Corporation. Defence spending is lower, 
reflecting the impact of incremental spending in 
1990-91 related to the Gulf hostilities and 
savings associated with the replacement of the 
FST by the GST. The increase in international 
assistance funding primarily reflects the timing 
of payments relating to Canada’s international 
obligations. 


Other program expenditures include spending on 
government administration and specific services 
delivered to the public, such as: 


e health care to natives and veterans; 


¢ research undertaken by government 
employees; 


¢ the operation of airports and national parks; 


¢ the operation of federal correctional 
institutions; and 


° the provision of police services. 


Other program expenditures declined by 3.5 per 
cent in 1991-92. Spending remained restrained 
in 1991-92 due to the ongoing restraint measures 
introduced in past budgets and specific reduction 
initiatives undertaken in 1991-92. In the 
February 1991 budget, the government 
announced that departmental non-wage and 
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capital operating budgets would be frozen for federal government incurred expenditures to 
1991-92 and that departmental operating budgets cover indexing costs to the extent that a 

would not be adjusted for any increase in wage pensioner’s own indexing credits had been 

costs resulting from new negotiated collective exhausted, which in 1990-91 amounted to nearly 
agreements in 1991-92. To effect the latter $1 billion. Such payments directly impacted 
decision, legislation was passed in the fall of on program spending. With the passage of the 
1991 to freeze all federal government Act, existing and future pension benefits are 
employees’ wages for the first year in any new to be fully funded as they are earned, including 
contract and to limit the increase in the second the indexation costs. As a result, the government 
year to a maximum of 3 per cent. In addition, will no longer be making separate payments to 
layers of management were eliminated and the cover shortfalls in indexation costs. 


number of executives in the federal public 
service reduced by 10 per cent. 


The Spending Control Act 


Legislation to bring federal pension legislation 


into compliance with the Income Tax Act and On June 18, 1992, Royal Assent was given to 
address some long-standing fairness issues has Bill C-56 “An Act respecting the control of 
received Royal Assent. In addition, this Act government expenditures” — the Spending 

puts federal public service pension plans on a Control Act. This Act imposes legislated limits 
fully funded basis, consistent with private on the amount of federal government spending 
sector plans. Until the passage of this Act, the over the five-year period — 1991-92 to 1995-96. 
Table 4 


Spending Control Act for the year ended March 31, 1992 


1991-92 


(millions of dollars) 


Total expenditure for the year 156,767 
Ress: 
Public debt charges 41,231 
Expenditures under the Unemployment Insurance Act 
Benefits 18,319 
Administration 1207, 
Expenditures under the Farm Income Protection Act 
Crop Re-insurance 52 
Revenue Insurance Fund 16 
Expenditures related to events occurring prior to April 1991] 241 
Total adjustments 61,066 
Spending subject to spending limit 95,701 
Spending limit for 1991-92 97,200 


Underspending for 1991-92 -1,499 
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The legislated spending limits are based on the 
spending projections contained in the February 
1991 budget. Adjustments are made to exclude 
spending related to public debt charges, major 
self-financing programs (Unemployment 
Insurance Act and federal advances under the 
Farm Income Protection Act), expenditures 
made as a result of emergencies, expenditures 
related to events occurring prior to April 1991, 
and losses on the sale of disposal of shares in 
Crown corporations. 


The spending limit for 1991-92, as specified 
under the Act, is $97.2 billion. Spending during 
the course of 1991-92 subject to the Spending 
Control Act amounted to $95.7 billion — 

$1.5 billion below the spending limit for the 
year. The lower spending was largely 
attributable to the discretionary actions 
undertaken during the course of 1991-92 to 
contain the growth in the deficit. Under the 
Spending Control Act, this underspending may 
be carried forward to offset overspending in 
future years. 


Financial requirements 


Non-budgetary transactions in 1991-92 resulted 
in a net source of funds of $2.8 billion, 
compared to a net source of $6.0 billion 
recorded in 1990-91. Most of the lower net 
source of funds relates to the transfer from the 
Provincial Tax Collection Agreements Account 
to adjust for overpayments to the account with 
respect to the 1990 taxation year, increased loans 
to the Canada Deposit Insurance Corporation, 
and to a higher encashment of government 
cheques at the end of the year. 


Financial requirements, excluding foreign 
exchange transactions, amounted to $31.8 billion 
in 1991-92, up from the 1990-91 requirement of 


$24.5 billion. The higher requirement is 
attributable to both the increase in the deficit in 
1991-92 and the timing of receipts and payments 
at year end. Foreign exchange transactions are 
primarily directed towards promoting orderly 
conditions in the Canadian dollar exchange 
markets. In 1991-92, foreign exchange 
transactions resulted in a net source of funds of 
$0.9 billion, compared to a net requirement of 
$4.9 billion in 1990-91. 


Total financial requirements, therefore, 
amounted to $30.9 billion, up $1.4 billion from 
the 1990-91 requirements. The 1991-92 
requirement was financed through unmatured 
debt transactions of $29.1 billion and a 
drawdown of $1.8 billion in cash balances. 


The Debt Servicing and 
Reduction Account 


On June 18, 1992, Royal Assent was granted to 
legislation establishing the Debt Servicing and 
Reduction Account. All GST revenues net of the 
applicable rebates and credits, net proceeds 
from the sale of Crown corporations and gifts 
to the Crown identified for debt reduction will 
be credited to this Account. The revenues in 
this Account can be used only to pay interest 
on the public debt and, ultimately, the public 
debt. This Account, in conjunction with the 
Spending Control Act, which also received 
Royal Assent on June 18, 1992, ensures that 
GST revenues will not be used to fund new 
program spending. 


Net GST collections amounted to $15.2 billion 
in 1991-92. Gifts to the Crown, earmarked for 
deficit reduction, totalled $389,483.91, while 
net proceeds from the disposition of the 
government’s interest in Crown corporations 
amounted to $2.5 million. 
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Table 5 
The Debt Servicing and Reduction Account 


(thousands of dollars) 


Receipts 
1. Net GST collections 15,168,461 
2. Net privatization proceeds 2,497 
3. Private remittances 389 
4. Total | Fayed WA Sosa 


The information in this Monitor is based on preliminary financial results for 1991-92. For further information contact: P. DeVries 
at 996-7397. Cet imprimé est également offert en frangais. 
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Highlights of financial results for April 1992 to Septembe e D < 


sity 


¢ In the first six months of fiscal year 1992-93 (April to September), the federal deficit, on a public 
accounts basis, amounted to $18.9 billion, $0.9 billion higher than that recorded in the corresponding 


period of 1991-92. 


¢ The continuing weakness in nominal incomes has adversely affected the deficit, on a year-over-year basis, 
primarily through its negative impact on budgetary revenues. 


Summary 


In the first six months of fiscal year 1992-93 

(April to September), the budgetary deficit was 

$18.9 billion, $0.9 billion higher than that recorded in 
the corresponding period of 1991-92. This increase in 
the deficit largely resulted from a pronounced 
weakness in revenue growth, reflecting both the 
weakness in incomes in 1991 and the continuing 
sluggishness in nominal income growth in 1992. 
Budgetary revenues fell by 0.2 per cent in the first six 
months of 1992-93 as compared to the February 1992 
budget forecast of a 6.4 per cent increase for all of 
1992-93. The weakness in incomes adversely 
affected personal, corporate and Goods and Services 
Tax (GST) revenues. Higher unemployment 
insurance contributions and the ending of the 
transitional costs associated with replacing the 
federal manufacturers’ sales tax (FST) by the GST 
provided a partial offset. The rise in the deficit was 
also moderated by the impact of lower interest rates 
on public debt charges — which declined by 6.6 per 
cent. Program spending rose by 4.0 per cent in the 

| first half of 1992-93, slightly below the full year 

_ 4.7 per cent increase projected in the 1992 budget. 


Financial requirements, excluding foreign exchange 
transactions, were $19.4 billion in the first half of 
1992-93, up $0.6 billion from the first half of 
1991-92. Foreign exchange transactions in the first 
half of 1992-93 resulted in a net source of funds 


amounting to $4.1 billion, compared to $0.2 billion 
in the same period last year. As a result, total 
financial requirements, including foreign exchange 
transactions, were $15.3 billion for the first half of 
1992-93, down $3.2 billion from the first half of 
1991-92. 


The federal deficit 
1991-92 and 1992-93 
Year to date 


billions of dollars 


35 1991-92 
[__] 1992-93 
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Table | 
Summary statement of transactions: April to September 
1989-90 
A. Budgetary transactions 
1. Revenues 51,818 
2. Program spending -46,257 
3. Operating surplus 5,561 
4. Public debt charges -19,132 
5. Deficit -13,57]1 
B. Non-budgetary transactions 2,248 
C. Financial requirements (excluding -11,323 
foreign exchange transactions) 
‘D. Foreign exchange transactions: -1,548 
net source (+)/requirement (-) 
E. Total financial requirements -12,871 
F. Unmatured debt transactions 12,060 
G. Cash balance at end of period 1,021 


The deficit and 
the operating balance: 
1991-92 and 1992-93 


April to September 


billions of dollars 


10 ‘a Deficit 


ee Operating balance 


1991-92 1992-93 


1990-91 1991-92 1992-93 


(millions of dollars) 


60,000 36,321 56,205 
-49,151 -53,565 -55,704 
10,849 256 501 
-21,451 -20,757 -19,380 
-10,602 -18,001 -18,879 

2,041 -774 -496 
-8,561 -18,775 -19,375 
-4,336 230 4,053 
-12,897 -18,545 eA hee SP) 
12,886 18,422 132225 

1,499 2,448 3,667 


The fiscal outcome for the year as a whole will be 
dependent on economic conditions, interest rate 
developments over the course of 1992 and the timing 
of policy measures. However, data revisions that 
have become available since the February 1992 
budget indicate that the level of nominal income is 
considerably lower than expected which, combined 
with weaker-than-expected taxable income growth to 
date in 1992, is putting upward pressure on the 
deficit outcome for 1992-93. While it is still too early 
to assess the net impact of these developments on the 
government’s financial situation for 1992-93, the 
deficit will exceed the level projected at the time of 
the February 1992 budget. 


Budgetary revenues 


During the first half of 1992-93, budgetary revenues 
declined by 0.2 per cent on a year-over-year basis. 
Three major components of budgetary revenues, 
personal income taxes, corporate income taxes and 
GST revenues, were lower in the first half of 1992-93 
as compared to the same period in 1991-92. These 
declines were offset to some extent by higher 
unemployment insurance contributions. 
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The continuing sluggishness in nominal income 
growth have dampened the various tax bases, resulting 
in declines in personal and corporate income tax 
revenues, as well as net GST collections. Personal 
income tax collections, on a year-over-year basis, 
were down 6.6 per cent in the first half of 1992-93. 
Much of this decline reflects lower tax liabilities for 
the 1991 taxation year. This had a major impact when 
individuals filed their tax return in spring of 1992. 
That led to a significant reduction in taxes owing and 
higher refunds, thus lowering the overall collections 
in the fiscal half of 1992-93 vis-a-vis year earlier 
collections. Income growth in 1992 continues to be 
weak, thereby further dampening the overall growth 
in fiscal income tax collections. 


The decline in corporate income tax collections 
experienced in the first half of 1992-93 was largely 
attributable to higher refunds, as losses are being 
applied against taxes paid in the past as well as taxes 
currently owing. Refunds were also higher in the first 
half of 1992-93 due to the impact of a court decision. 
Although corporate profits did increase marginally in 
the first half of 1992, they are still over 55 per cent 
below their 1988 peak. 


Over the first half of 1992-93, goods and services tax 
collections were also lower. The extent of the decline 
was somewhat understated as last year’s collections 
were dampened by the payment of the one-time 
transitional grant to small business. The year-over- 
year decline in GST collections reflects the weakness 
in consumer demand and the impact of a number of 
technical factors which resulted in a one-time gain in 


Table 2 
Budgetary revenues: April to September 


Budgetary revenues 
1991-92 and 1992-93 


April to September 
Year-over-year growth 


per cent change 
15 


HH 1991-92 
=r ann EER meer creme nTERnS [_] 1992-93 — 


Total Personal Corporate Other 
income tax income 
tax 


revenues in the first half of 1991-92, which more 
than offset the payment of the small business 
transitional grant. 


Offsetting the impact of these declines were higher 
sales and excise tax collections and unemployment 
insurance premium contributions. The increase in 
sales and excise tax collections was largely related to 


1. Personal income tax 

2. Corporate income tax 

3. Unemployment insurance contributions 
4. Goods and Services Tax 

5. Sales and excise taxes/duties 

6. Other revenues 


7. Total budgetary revenues 


Per cent 
1991-92 1992-93 change 
(millions of dollars) (%) 

31,029 28,970 -6.6 
3,849 2,790 -27.5 
Ta22 9,234 26.1 
7,348 63375 -13.2 
S02) SEDs 49.6 
2,948 3,114 5.6 
56,321 56,205 -0.2 
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Foreign exchange transactions resulted in a net 
source of funds of $4.1 billion, compared to a source 
of $0.2 billion in the first half of 1991-92. Total 
financial requirements, therefore, amounted to 

$15.3 billion in the first half of 1992-93, down 

$3.2 billion from the 1991-92 requirements. The 
1992-93 requirement was financed through 
unmatured debt transactions of $18.2 billion, 
resulting in an increase in cash balances of 

$2.9 billion. 


Debt Servicing and 
Reduction Account 


In June 1992, legislation to establish the Debt 
Servicing and Reduction Account received Royal 
Assent. As a result, effective April 1, 1991, all GST 


Table 4 
Debt Servicing and Reduction Account 


Net GST revenues 
Net proceeds from privatization/private remittance 


Total proceeds 


revenues net of the applicable rebates and credits, net 
proceeds from the sale of Crown corporations and 
gifts to the Crown identified for debt reduction are to 
be credited to this Account. The revenues in this 
Account are to be used only to pay interest on the 
public debt and, ultimately, the public debt. This 
Account, in conjunction with the Spending Control 
Act, which also received Royal Assent in June 1992, 
will ensure that GST revenues will not be used to 
fund new program spending. 


Net GST revenues for fiscal year 1991-92 amounted 
to $15,168 million. In addition, gain on the disposal 
of shares in interest in Crown corporations amounted 
to $2.5 million, while gifts to the Crown amounted to 
$389,483.91. 


Fiscal year First half 
1991-92 1992-93 
(millions of dollars) 

15,168 6,375 

) ies 
bea) a 6,375 


The information in this Monitor is based on financial results for the six months ended September 30, 1992. For further information 
contact: P, DeVries at 996-7397. Cet imprimé est également offert en francais. : 
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Table 3 
Budgetary expenditures: April to September 


A. Major transfers to persons of which: 
Unemployment insurance program payments 
Old age security benefits 
Family allowances 


B. Major transfers to other levels of government of which: 


Established Programs Financing ! 
Fiscal transfers 
Canada Assistance Plan 


C. Major subsidies and other transfers of which: 
Agricultural subsidies 
Indian and Inuit programs 
Science and technology 


D. Major payments to Crown corporations of which: 
Canada Mortgage and Housing Corporation 
Canada Broadcasting Corporation 


E. Defence 

F. International Assistance 

G. Other program spending 

H. Total program expenditures 
I. Public debt charges 

J. Total budgetary expenditures 
1 
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Per cent 
1991-92 1992-93 change 
(millions of dollars) (%) 
20,452 SAE AY Gr 
8,647 9,004 4.1 
9,046 9,451 aus) 
1,425 1,453 2.0, 
12,975 13,630 5.0 
3,776 4,073 7.9 
5,126 5,144 0.4 
3,542 3,814 Th 
Behe 3,827 13.4 
867 1,013 16.8 
1,444 Lost 9.5 
518 S55) 6.7 
2,243 1,996 -11.0 
890 811 -8.9 
568 625 10.1 
5,038 4,828 -4,2 
957 975 1.8 
8,524 8,728 2.4 
53,565 55,704 4.0 
20,757 19,380 -6.6 
TA, 322 75,084 1.0 


Cash portion only. Total EPF cash and tax transfers are up 1.1 per cent in 1992-93, 


growth in the applicable tax bases in 1990 and 1991 


has resulted in higher cash payments under 
_ Established Programs Financing (EPF) and has 


moderated the growth in fiscal transfers, primarily 
equalization payments to lower-income provinces. 


_ Under the Expenditure Control Plan, first introduced 


in the February 1990 budget and extended in the 


_ February 1991 budget, total EPF entitlements to 
provinces are limited to reflect changes in population 


only, implying a growth of about | per cent. EPF 
entitlements are paid in the form of tax point 


_ transfers and cash. The increase in cash transfers in 
_ the first half of 1992-93 reflected the downward 


revisions to the applicable taxes, which lowered the 
value of both prior-year and current year tax point 
transfers. The increase in Canada Assistance Plan 
transfers was primarily related to higher transfers to 
equalization-receiving provinces, reflecting higher 
welfare case loads. 


Higher agricultural subsidy payments under the 
Gross Revenue Insurance Plan, coupled with 
increased transfers to Indian and Inuit peoples, 


accounted for most of the increase in subsidies and 
other major transfers. Lower capital expenditures, 
primarily relating to the timing of payments, resulted 
in lower defence spending. Other program spending, 
consisting primarily of the operating costs of 
government, remained restrained reflecting the 
impact of previous budget measures. 


Financial requirements 


Non-budgetary transactions in the half of 1992-93 
resulted in a net requirement of funds amounting 
to $0.5 billion, compared to a requirement of 
$0.8 billion recorded in the corresponding period 
of 1991-92. With a deficit of $18.9 billion and a 
net requirement of funds from non-budgetary 
transactions of $0.5 billion, financial 
requirements, excluding foreign exchange 
transactions, amounted to $19.4 billion in the first 
half of 1992-93, up $0.6 billion from the 
requirements in 1991-92. 
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the ending of transitional costs associated with the 
replacement of the FST by the GST. More 
specifically, the repayment in 1991 of FST paid on 
goods in inventory as of December 31, 1990 
significantly dampened revenues in this component 
i 1991-92: 


Unemployment insurance premium contributions 
increased by 26.1 per cent on a year-over-year basis. 
This increase is attributable to the increase in 
maximum insurable earnings, effective January 1992, 
which is the base for the calculation of 
unemployment insurance contributions, coupled with 
the July 1, 1991 and January 1, 1992 increases in 
premium rates. The increases in premium rates were 
introduced to ensure the financial integrity of the 
Unemployment Insurance Account. 


The revenue collections in the first half of 1992-93 
mirror the data revisions for 1991 and economic data 
that have become available since the February 1992 
budget. With the economy likely being weaker 
through the remainder of 1992-93 than had been 
expected at the time of the February 1992 budget, it 
would appear that revenues will be lower for the year 
as a whole than had been expected at the time of the 
February 1992 budget. The lower revenues are 
related solely to cyclical factors. 


Budgetary expenditures 


In the first half of 1992-93, budgetary expenditures 
were up 1.0 per cent on a year-over-year basis. Public 
debt charges, the largest single component of 
budgetary expenditures, declined by 6.6 per cent, 
reflecting the impact of declines in interest rates, 
especially short-term rates, through the first half of 
1992-93. Despite the recent spike in interest rates, 
they are still expected to fall over the coming months 
to levels below those expected at the time of the 
February 1992 budget. Given the current stock and 
structure of the public debt, each sustained 100-basis- 
point decline in all interest rates should result in a 
decline in the deficit of about $1.6 billion in the first 
full year. 


Program spending advanced by $2.1 billion or 

4.0 per cent in the first half of 1992-93, compared to 
the same period in 1991-92, which is below the 
full-year increase projected in the February 1992 
budget. Developments over the remaining months of 


Budgetary expenditures 
1991-92 and 1992-93 


April to September 
Year-over-year growth 


per cent change 
15 


BE 1991-92 
[__] 1992-93 


Total _ Public debt - Program 
charges spending 


1992-93 should keep these growth rates broadly in 
line with the February 1992 budget projections. 


The increase in major transfers to persons was 
largely due to higher old age security benefits, 
reflecting increases in average benefits, which are 
indexed to quarterly changes in the consumer price 
index, and the eligible population. The increases in 
family allowances and veterans benefits and 
allowances primarily reflected higher benefits, 
particularly due to increases in the applicable 
indexation factors for benefit payments. The 
February 1992 budget proposed a new child tax 
benefit, which will amalgamate the current family 
benefit system programs, including family 
allowances, and provide additional benefits to low- 
and middle-income working families with children. 
The new enriched child tax benefit will be delivered 
on a monthly basis to all eligible recipients, with 
benefits being netted against personal income tax 
collections. Unemployment insurance benefit 
payments were up moderately, following double-digit 
increases throughout all of fiscal year 1991-92. 


Major transfers to other levels of government were 
up 5.0 per cent in the first half of 1992-93, compared 
to the same period last year. Lower-than-expected 
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/ Highlights of financial results for April 1992 to December 1992 


© Inthe first nine months of fiscal year 1992- 93 (April to December), the federal defi icit, ona public: accounts 
basis, amounted to $27.2 billion, $0. & billion higher than that recorded i in the corresponding period of 1991-92. 


¢ The deh cit results for the first nine months of 1 992-93 are consistent with the deficit outlook of $34.4 billion 
for the fiscal year as a whole, contained in the December 2, 1992 Economic and Fiscal Statement. 


Summary 


In the first nine months of fiscal year 1992-93 
(April to December), the budgetary deficit was 
$27.2 billion, up $0.8 billion from the deficit 
recorded in the corresponding period of 1991-92. 
This increase in the deficit largely resulted from a 
pronounced sluggishness in revenue growth, up 
only | per cent in the first nine months of 1992-93, 
reflecting both the weakness in incomes in 1991 
and the continuing sluggishness in nominal income 
growth in 1992. The weakness in incomes has 
adversely affected personal, corporate and Goods 


- and Services Tax (GST) revenues, with all three 
_ major revenue sources reporting declines on a year- 


over-year basis. These declines, however, were offset 
by higher unemployment insurance contributions and 
the ending of the transitional costs associated with 
replacing the federal manufacturers’ sales tax 

(FST) by the GST. The rise in the deficit was 

also moderated by the impact of lower interest rates 
on public debt charges — which declined by 

6.9 per cent. Program spending rose by 4.7 per cent 
in the first nine months of 1992-93, reflecting the 


_ impact of cyclical factors on provincial transfers, 


as well as the timing of certain payments. 


Financial requirements, excluding foreign exchange 


_ transactions, were $30.2 billion in the first 
_ nine months of 1992-93, up $1.5 billion from the 


first nine months of 1991-92. Foreign exchange 
transactions over the April 1992 to December 1992 


period, however, provided a net source of funds 
amounting to $10.3 billion, compared to $4.7 billion 
in the same period last year. As a result, total 
financial requirements, including foreign exchange 


The federal deficit 
1991-92 and 1992-93 
Year to date 
billions of dollars — 

40 — 1991-92 


[__] 1992-93 


April April April April fiscal 
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Table 1 
Summary statement of transactions: April to December 
1989-90 1990-91 1991-92 1992-93 


(millions of dollars) 


A. Budgetary transactions 


1. Revenues 81,086 88,83 1 86,072 86,903 
2. Program spending -70,678 -75,638 -81,194 -85,024 
3. Operating surplus 10,408 [38193 4,878 1,879 
4. Public debt charges -29,170 -32,070 -31,265 -29,114 
5. Deficit -18,762 -18,877 -26,387 -27,235 
B. Non-budgetary transactions -389 -716 =2,292 -2,919 
C. Financial requirements (excluding -19,151 =195593 -28,679 -30,154 


foreign exchange transactions) 


D. Foreign exchange transactions: 30 439 4,651 10,306 
net source (+)/requirement (-) 


E. Total financial requirements 2p9, 121 -19,154 -24,028 -19,848 
F. Unmatured debt transactions 20,046 21,973 24,718 20,951 
G. Cash balance at end of period DIST 4,329 3,260 1,876 


transactions, were $19.8 billion for the first 
nine months of 1992-93, down $4.2 billion from 
the corresponding period in 1991-92. 
the ocaratia é eaten ce: In the December 1992 Economic and Fiscal 
1991-92 and 1992-93 Statement, the Minister of Finance indicated that 
the impact of the weaker-than-anticipated growth 
of the economy on the government’s revenues was 
billions of dollars putting upward pressure on the deficit. He 
aS r— announced a number of spending cuts to contain 
the deficit slippage relative to the February 1992 
budget projection of $27.5 billion. Operating 
10 budgets of all government departments were cut 
by a further 2 per cent and spending on grants and 
contributions are to be reduced for the balance of 
0 the year. The deficit for 1992-93 is now estimated 
at $34.4 billion and the year-to-date results are in 
line with that projection. 


April to December 


oS Operating balance 


-10 

-20 Budgetary revenues 

CL During the first nine months of 1992-93, budgetary 

-30 revenues increased by only 1.0 per cent on a year- | 

over-year basis. Three major components of 

rr eee budgetary revenues, personal income taxes, corporate | 
1991-92 1992-93 income taxes and GST revenues, were lower in the 

ee eee first nine months of 1992-93 as compared to the 


same period in 1991-92. These declines, however, 


were offset by higher unemployment insurance 
contributions and the ending of transitional costs 
associated with the replacement of the federal 
manufacturers’ sales tax with the Goods and 
Services Tax. 


Over the period April to December 1992, personal 
income tax collections declined 3.5 per cent on a 
year-over-year basis. Most of this decline was due to 
the impact of lower taxes paid at the time of tax filing 
and substantially higher personal income tax refunds. 
The higher refunds and lower taxes owing at tax 
filing are largely related to the weakness in personal 
incomes in 1991. Statistics Canada currently reports 
that personal incomes in 1991 advanced by only 

3 per cent, as declines in employment and lower 
inflation dampened increases in employment income, 
while lower interest rates and dividends resulted 

in a decline in investment income. In addition, 
unincorporated business income remained depressed. 
Refunds pertaining to the 1991 taxation year were 
largely paid out during the April to July 1992 

period, while taxes owing on filing were collected 

in May 1992. The net impact of higher refunds 

and lower tax owing on filing relating to the 1991 
taxation year was to reduce personal income tax 
revenues in the first nine months of 1992-93 by 
about $3 billion. 


The weakness in personal incomes observed in 1991 
has continued into 1992, thereby dampening the 
overall increase in personal income tax collections. 
In addition, as part of the February 1992 budget 
initiatives, the federal government reduced its general 
surtax rate by one percentage point in July 1992. 


On a year-over-year basis, corporate income tax 
collections, in the April to December 1992 period, 
were down 16.7 per cent. Most of this decline was 
due to higher refunds, as losses are being applied 


Table 2 
Budgetary revenues: April to December 


1. Personal income tax 

2. Corporate income tax 

3. Unemployment insurance contributions 
4. Goods and Services Tax 

5. Sales and excise taxes/duties 

6. Other revenues 


7. Total budgetary revenues 
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: Budgetary revenues 
_ 1991-92 and 1992-93 
April to December 

_Year-over-year growth 


percent change _ 
a - BBB 1991-92 


i [] 1992-93 — 


10 


Total .... Personal _ Corporate Other 


-incometax — income 
ee Tax: 


against taxes paid in the past as well as taxes 
currently owing. Refunds were also higher due to 
the impact of a court decision. Furthermore, any 
increase in corporate profits witnessed in 1992 has 
yet to be reflected in taxable income and tax payable 
by corporations. Corporations may carry forward 
losses and deductions from prior years to offset taxes 
otherwise payable on profits generated in 1992. 


Over the April to December 1992 period, net 
GST collections were down 4.1 per cent from 
those recorded in the same period last year. The 


Per cent 
1991-92 1992-93 change 
(millions of dollars) (%) 

45,980 44,381 -3.5 
5,705 4,752 -16.7 
11,587 13,509 16.6 
11,190 10,733 -4.1 
6,898 8,587 24.5 
4,712 4,941 4.9 
86,072 86,903 1.0 
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increase in this component is expected to decline 
rapidly over the remainder of the year, as these timing 
factors get unwound and the 2 per cent operating 
budget cut, announced in the December 2, 1992 
Economic and Fiscal Statement, takes effect. 


Financial requirements 


Non-budgetary transactions in the first nine months 
of 1992-93 resulted in a net requirement of funds 
amounting to $2.9 billion, compared to a requirement 
of $2.3 billion recorded in the corresponding period 
of 1991-92. Over half of the 1992-93 requirement 
was due to loans to the Canada Deposit Insurance 
Corporation. With a deficit of $27.2 billion and a 
net requirement of funds from non-budgetary 
transactions of $2.9 billion, financial requirements, 
excluding foreign exchange transactions, amounted 
to $30.2 billion, up $1.5 billion from the 
requirements in 1991-92. 


Foreign exchange transactions resulted in a net 
source of funds of $10.3 billion, compared to a 
source of $4.7 billion in the first nine months of 
1991-92. Total financial requirements, therefore, 
amounted to $19.8 billion in the first nine months 
of 1992-93, down $4.2 billion from the 1991-92 
requirements. The 1992-93 requirement was 


Table 4 


Debt servicing and reduction account 


Net GST revenues 
Net proceeds from privatization/private remittance 


Total proceeds 


financed through unmatured debt transactions of 
$21.0 billion, resulting in an increase in cash 
balances of $1.9 billion. 


Debt servicing and reduction account 


In June 1992, legislation to establish the Debt 
Servicing and Reduction Account received Royal 
Assent. As a result, effective April 1, 1991, all GST 
revenues net of the applicable rebates and credits, net 
proceeds from the sale of Crown corporations and 
gifts to the Crown identified for debt reduction are 
to be credited to this Account. The revenues in this 
Account are to be used only to pay interest on the 
public debt and, ultimately, the public debt. This 
Account, in conjunction with the Spending Control 
Act, which also received Royal Assent in June 1992, 
will ensure that GST revenues will not be used to 
fund new program spending. 


Net GST revenues for fiscal year 1991-92 amounted 
to $15,168 million. In addition, the gains on the 
disposal of shares in interest in Crown corporations 
amounted to $2.5 million, while gifts to the Crown 
amounted to $389,483.91. Net GST revenues for 
the first nine months of 1992-93 amounted to 

$10.7 billion. Gifts to the Crown in the first 

nine months of 1992-93 amounted to $52,086.65. 


Fiscal year April — December 


1991-92 1992-93 
(millions of dollars) 
15,168 103733 
eS m 


Skit LO 33 


The information in this Monitor is based on financial results for the nine months ended December Se ‘1992. For further information 
contact: P. DeVries at 996-7397. Cet imprimé est également offert en francais. 
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year-to-date decline in GST revenues largely reflects 
the impact of certain timing adjustments and 
technical factors, which resulted in an overstatement 
of collections in the first half of 1991-92. In addition, 
the harmonization of the sales tax system with the 
province of Québec has resulted in a one-time delay 
in the receipt of collections from that province. 
Although this negatively affected the year-to-date 
collections results, it should have no impact on the 
final results for the year as a whole, as appropriate 
adjustments are expected to be made in the 1992-93 
Supplementary Period. Net collections to date have 
also been dampened by a higher payout of the low- 
income GST Credit and the impact of weakness in 
the growth in consumer spending. 


Dampening the impact of the year-over-year declines 
in personal, corporate, and GST revenues is the 
ending of rebates relating to federal sales tax paid on 
new and unused inventory as of December 31, 1990 
and higher unemployment insurance contributions. 
More specifically, the repayment in 1991 of FST 
paid on goods in inventory as of December 31, 1990 
significantly dampened revenues in this component 
in 1991-92. The increase in unemployment insurance 
contributions reflects the impact of increases in 
maximum insurable earnings subject to 
unemployment insurance contributions and the 

July 1991 and January 1992 increases in premium 
rates. The increases in premium rates were introduced 
to ensure the financial integrity of the Unemployment 
Insurance Account. 


Budgetary expenditures 


In the first nine months of 1992-93, budgetary 
expenditures were up 1.5 per cent on a year-over-year 
basis. Public debt charges, the largest single 
component of budgetary expenditures, declined by 
6.9 per cent, reflecting the impact of declines in 
interest rates, especially short-term rates. Given the 
current stock and structure of the public debt, each 
sustained 100-basis-point decline in all interest rates 
should result in a decline in the deficit of about 

$1.6 billion in the first full year. 


Program spending advanced by 4.7 per cent in the 
first nine months of 1992-93, compared to the same 
period in 1991-92. Program spending is expected to 
be significantly restrained in the final quarter of the 
current fiscal year, as the restraint measures 
announced in the December 2, 1992 Economic and 
Fiscal Statement take effect. The measures include 
a 2 per cent reduction in departmental operating 
budgets, as well as reductions in spending on grants 


Budgetary expenditures 
1991-92 and 1992-93 


April to December 
Year-over-year growth 


per cent change 
15 


‘BB 1991-92 
[__] 1992-93 


10 


Total Public debt Program 
charges _- spending 


and contributions. In addition, program spending 
will be affected in the final quarter of the fiscal year 
by the replacement of the family allowance benefit 
by the new monthly Child Tax Benefit. 


Major transfers to persons increased by 4.8 per cent, 
largely due to higher old age security and 
unemployment insurance benefits. The increase in 
old age security benefits reflects increases in average 
benefits, which are indexed to quarterly changes in 
the consumer price index, and the eligible population. 
Unemployment insurance benefit payments were 

up moderately, following double-digit increases 
throughout all of fiscal year 1991-92. The February 
1992 budget proposed a new child tax benefit, which 
will amalgamate the current family benefit system 
programs, including family allowances, and provide 
additional benefits to low- and middle-income 
working families with children. The new enriched 
child tax benefit will be delivered on a monthly basis, 
beginning in January 1993, to all eligible recipients, 
with benefits being netted against personal income 
tax collections. 


Major transfers to other levels of government were 
up 7.0 per cent in the first nine months of 1992-93, 
compared to the same period last year. Lower-than- 
expected growth in the applicable tax bases in 1990 
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Table 3 
Budgetary expenditures: April to December 


A. Major transfers to persons of which: 
Unemployment insurance program payments 
Old age security benefits 
Family allowances 


B. Major transfers to other levels of government of which: 
Established Programs Financing ! 
Fiscal transfers 
Canada Assistance Plan 


C. Major subsidies and other transfers of which: 
Agricultural subsidies 
Indian and Inuit programs 
Science and technology 


D. Major payments to Crown corporations of which: 
Canada Mortgage and Housing Corporation 
Canadian Broadcasting Corporation 


Ee Defence 

F. International Assistance 

G. Other program spending 

H. Total program expenditures 


Public debt charges 


I 
J. Total budgetary expenditures 
] 


Per cent 
1991-92 1992-93 change 
(millions of dollars) (%) 
OI Ala 30,903 4.8 
12,666 13,375 5.6 
13,700 14,263 4.1 
2,097 2,182 4.1 
18,451 19,745 EO 
5,802 6,693 15.4 
E22 Wau -2.8 
ey es 5,741 12.0 
6,590 6,631 0.6 
1,970 1,760 -10.6 
1,994 2,174 9.0 
829 881 6.3 
B24 3,348 0.7 
E322 1,414 EO) 
814 931 14.4 
7,419 7,621 Dell 
1,567 1,581 0.9 
14,368 15,195 5.8 
81,194 85,024 47 
31,5265 29,114 -6.9 
112,459 114,138 jhe) 


Cash portion only. Total EPF cash and tax transfers are up 1.1 per cent in 1992-93. 


and 1991 has resulted in higher cash payments under 
Established Programs Financing (EPF) and has 
moderated the growth in fiscal transfers, primarily 
equalization payments to lower-income provinces. 
Under the Expenditure Control Plan, first introduced 
in the February 1990 budget and extended in the 
February 1991 budget, total EPF entitlements to 
provinces are limited to reflect changes in population 
only, implying a growth of about | per cent. EPF 
entitlements are paid in the form of tax point transfers 
and cash. The increase in cash transfers in the first 
nine months of 1992-93 reflected the downward 
revisions to the applicable taxes, which lowered the 
value of both prior-year and current year tax point 
transfers. The increase in Canada Assistance Plan 
transfers primarily relates to recoveries in 1991-92 
for overpayments to non-equalization receiving 
provinces and increased transfers due to higher 
welfare case loads. Growth in this program is 
expected to moderate significantly in the final quarter 
of 1992-93 as the transfer cap on the non-equalization 
receiving provinces becomes effective. 


Spending on subsidies and other major transfers was 
virtually unchanged on a year-over-year basis, as 
increased transfers to Indian and Inuit peoples and 
science and technology was offset by lower payments 
under the various agricultural subsidy programs. The 
increase in payments to Crown Corporations was 
largely due to higher payments to the Canadian 
Broadcasting Corporation and Canada Mortgage 

and Housing Corporation. Defence spending was up 
2.7 per cent, while International Assistance transfers 
increased by ().9 per cent. Other program spending 
increased by 5.8 per cent in the first nine months of 
1992-93 compared to the same period last year. Part 
of this increase reflects the impact of the wage 
strategy, announced in the February 1991 budget, 
which froze wages in the first year of any new 
contract (for most contracts, this was June 1991) and 
set the second year increase at 3 per cent. In addition, 
the payments and receipts to date to revolving funds 
and other adjustments are substantially higher in 
1992-93 than in 1991-92, reflecting the timing of 
these payments and receipts. The year-over-year 
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Highlights of financial results for April 1992 to March 1993 


June 1993 


© The deficit for the period April 1992 to March 1993, pet to standard Say eeerary period accounting 


adjustments, was $34.8 billion. 


-« Full-year deficit results for 1992-93 will not be available until the Sine iane period adjustments 


are fully incorporated into the financial data. The deficit for the year as a whole is expected to be 
$35.5 billion. Preliminary financial results for 1992-93 will be available in late summer. 


—¢ Financial requirements, including , foreign exchange transactions, CUTE to $26.3 billion in 1992-93, 


down $4.4 billion jrom 1991-92. 


Summary 
The federal deficit 
Over the period April 1992 to March 1993, the 1991-92 and 1992-93 
_ budgetary deficit was $34.8 billion. These results, Year to date © 
however, are not the full-year deficit results for billions of dollars 
fiscal year 1992-93. Still to be determined are 40 a 1991-02 
the standard accounting adjustments recorded in the [| 1992-93 


“supplementary period”. Consistent with government 
accounting principles, these “supplementary period” 
adjustments primarily reflect the recording of the 
costs of goods and services provided to the 
government prior to the end of March. Adjustments 
are also made to budgetary revenues, primarily to | 
reflect cash in transit at year end. \ 


‘ + 
ws 


The year-to-date deficit results are up $3.2 billion 
from the deficit recorded in the corresponding period 
of 1992-93. The increase in the deficit resulted in 
part from a decline in budgetary revenue growth, 
reflecting both the impact of the lagged weakness 

in incomes in 1991 and the continuing sluggishness 
in nominal income growth in 1992. The weakness April April pe pee 
in incomes has adversely affected personal and to to to 

corporate income tax collections, as well as Goods 
and Services Tax (GST) revenues, with all three 


to 
June Sept. _ Dec. March © 


Fiscal 
year 


Canada 
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Table 1 
Summary statement of transactions: April to March 
1988-89 1989-90 1990-91 1991-92 1992-93 
(millions of dollars) 
. Budgetary transactions 
1. Revenues 102,045 112,941 119,329 IDAROS 120,440 
2. Program spending -93,102 -98,123 -104,218 -111,354 -116,043 
3. Operating surplus 8,943 14,818 ese Bg ES) 4,397 
4. Public debt charges -33,223 -38,782 -42,675 -41,275 -39,148 
5. Deficit -24,280 -23,964 -27,564 -31,556 -34,751 
. Non-budgetary transactions 2,174 3,638 3,098 -89 701 
. Financial requirements (excluding 2 MOO -20,326 -24,466 -31,645 -34,050 
foreign exchange transactions) 
. Foreign exchange transactions: -5,379 -718 -4,900 942 hag 
net source (+)/requirement (-) 
. Total financial requirements -27,485 -21,044 -29,366 -30,703 -26,348 
. Unmatured debt transactions 27,970 20,747 AW) S23 29,017 28,807 
. Cash balance at end of period 2,020 1,534 2,666 882 S2e7 


_ The deficit and. 
the operating balance: 
1991-92 and 1992-93 


April to March 


billions of dollars 


20 a Deficit 


ea Operating balance 


1991-92 


Ccrecaeepmetecersmceanecers erg OO CCE OTE ROSTERS Ss ATC OT 


1992-93 


major revenue sources recording declines on a 
year-over-year basis. The year-over-year decline in 
budgetary revenues would have been larger had it not 
been for the ending of certain transitional costs 
associated with replacing the federal manufacturers’ 
sales tax (FST) by the GST, which dampened 
revenues in 1991-92. The rise in the deficit was 
moderated by the impact of lower interest rates on 
public debt charges — which declined by 5.2 per cent. 
Program spending rose by 4.2 per cent over the 
April 1992 to March 1993 period, largely 

reflecting the impact of cyclical factors and 
prior-year adjustments on certain transfers. 


As indicated in the April 1993 budget, the budgetary 
deficit for the year as a whole is estimated at 

$35.5 billion. This implies that the 1992-93 
supplementary period deficit cannot exceed 

$0.7 billion. In 1991-92, the deficit in the 
supplementary period was $3 billion. The 
supplementary period for fiscal year 1992-93 is 
expected to show a significant improvement over 
last year, in part due to the discretionary actions the 
government took in the December 1992 Economic 
and Fiscal Statement. These include the reductions in 
operating budgets and in grants and contributions, as 
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well as the one-time adjustment to the government’s 
liability to employee pensions due to the effect of the 
two-year wage freeze. Due to remittance procedure 
changes during 1992-93, certain revenues were 
received in late March but not deposited with the 
Receiver General until April. Such revenues will be 
recorded in the supplementary period. In addition, the 
stock of receivables is expected to be significantly 
higher in 1992-93, due to overpayments to 
equalization-receiving provinces resulting from 
census adjustments, while liabilities at year end 

are expected to be lower. The net impact of these 
developments on the deficit outcome for 1992-93 
will not be known until late summer, when the 
supplementary period adjustments are completed 

and audited. 


Financial requirements are largely unaffected by the 
“supplementary period” adjustments. Preliminary 
results for fiscal year 1992-93 indicate that financial 
requirements, excluding foreign exchange 
transactions, were $34.1 billion, down from the 
April 1993 budget estimate of $34.4 billion. Foreign 
exchange transactions in 1992-93 resulted in a net 
source of funds amounting to $7.7 billion, compared 
to a net source of $0.9 billion in the same period last 
year. As a result, total financial requirements, 
including foreign exchange transactions, were 

$26.3 billion in 1992-93, $4.4 billion lower than that 
recorded in 1991-92. Unmatured debt transactions 
amounted to $28.8 billion in 1992-93, down 

$0.2 billion from 1991-92. Cash balances at year 
end increased by $2.4 billion to $3.2 billion. 


Budgetary revenues 


Budgetary revenues over the April 1992 to 

March 1993 period declined by 0.5 per cent from 

the same period last year. The weakness in nominal 
income growth in 1992, up only 1.9 per cent from 
1991, coupled with substantially lower taxes owing 
at filing and higher refunds with respect to the 1991 
taxation year, were the major factors contributing 

to the decline in budgetary revenues. In addition, 

the reductions in the personal income tax surtax and 
the introduction of the child tax benefit also served to 
reduce revenues in 1992-93. The decline in budgetary 
revenues was dampened by higher unemployment 
insurance contributions and the ending of transitional 
costs associated with the replacement of the federal 
manufacturers’ sales tax with the Goods and 

Services Tax. 


Over the period April 1992 to March 1993, personal 
income tax collections declined 5.0 per cent ona 
year-over-year basis. Most of this decline was due to 
the impact of lower taxes paid at the time of tax filing 
and substantially higher personal income tax refunds, 
relating to the weakness in personal incomes in 1991. 
Refunds pertaining to the 1991 taxation year were 
largely paid out during the April to July 1992 period, 
while taxes owing on filing were recorded in 

May 1992. Statistics Canada currently reports that 
personal incomes in 1991 advanced by only 3 per 
cent, as declines in employment and lower inflation 
dampened increases in employment income, while 
lower interest rates and dividends resulted in a 
decline in investment income. In addition, 
unincorporated business income remained depressed. 
The net impact of higher refunds and lower tax owing 
on filing relating to the 1991 taxation year was to 
reduce personal income tax revenues in 1992-93 by 
about $3 billion. Recoveries from the Provincial Tax 
Collection Account, resulting from overpayments 

in previous taxation years, served to offset some 

of the negative impact of these factors on personal 
income tax collections. 


_ Budgetary revenues © 
1991-92 and 1992-93 

_ April to March 
Year-over-year growth 


per cent change 
20 : 
- : MM ‘991-92 _ 
15 : —[_] 1992-93 


Total Personal Corporate Other 
income tax income 
tax 
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Table 2 
Budgetary revenues: April to March 


. Personal income tax 

. Corporate income tax 

. Unemployment insurance contributions 
. Goods and Services Tax 

. Sales and excise taxes/duties 

. Other revenues 


. Non-tax revenues 


oo ~s OO Mm & DD WH — 


. Total budgetary revenues 


The weakness in personal incomes observed in 1991 
has continued into 1992, thereby dampening the 
overall increase in personal income tax collections. 
In addition, as part of the February 1992 budget 
initiatives, the federal government reduced its general 
surtax rate by one percentage point in July 1992 and 
by a further one percentage point in January 1993. 
These reductions in the surtax reduced personal 
income tax collections by about $0.5 billion over 
the July 1992 to March 1993 period. Also in the 
February 1992 budget, the government announced 

a restructuring of the child benefit system. Effective 
January 1993, the monthly family allowance, the 
refundable child tax credit and the non-refundable 
dependent child tax credit were replaced by an 
enhanced child tax benefit, that incorporates an 
earned-income supplement for low- and middle- 
income working families with children. The child 
tax benefit is paid monthly. As it represents a 
reduction in taxes otherwise payable, it is netted 
against personal income tax revenues. The child 

tax benefit reduced personal income tax collections 
by about $0.9 billion in the January 1993 to 

March 1993 period. 


On a year-over-year basis, corporate income tax 
collections, in the April 1992 to March 1993 period, 
were down by 13.6 per cent. Most of this decline was 
due to higher refunds, as losses are being applied 
against taxes paid in the past as well as taxes 
currently owing. Refunds were also higher due to the 
impact of a court decision. Furthermore, any increase 
in corporate profits witnessed in 1992 has yet to be 
reflected in taxable income and tax payable by 


Per cent 
1991-92 1992-93 change 
(millions of dollars) (%) 

62,702 O07 -5.0 
9,069 Tse) -13.6 
15,544 ley PA 14.0 
14,365 14,033 -2.3 
ol? 10,947 10.8 
1,161 1,416 p98) 
eS) 8,909 6.6 
121,073 120,440 -0.5 


corporations. Corporations may carry forward losses 
and deductions from prior years to offset taxes 
otherwise payable on profits generated in 1992. 


Over the April 1992 to March 1993 period, net 
GST collections were down 2.3 per cent from those 
recorded in the same period last year. The year-to- 
date decline in GST revenues largely reflects the 
impact of certain timing adjustments and technical 
factors, which resulted in an overstatement of 
collections in the first half of 1991-92. In addition, 
the harmonization of the sales tax system with the 
province of Québec has resulted in a one-time delay 
in the receipt of collections from that province. 
Although this affected the year-to-date collections 
results negatively, it should have no impact on the 
final results for the year as a whole, as appropriate 
adjustments are expected to be made in the 1992-93 
supplementary period. Net collections to date have 
also been dampened by a higher payout of the low- 
income GST Credit and the impact of weakness in 
consumer spending. 


Dampening the impact of the year-over-year declines 
in personal, corporate, and GST revenues was the 
ending of rebates relating to federal sales tax 

(FST) paid on new and unused inventory as of 
December 31, 1990 and higher unemployment 
insurance contributions. More specifically, the 
repayment in 1991 of FST paid on goods in inventory 
as of December 31, 1990 significantly dampened 
revenues in this component in 1991-92. The increase 
in unemployment insurance contributions reflects the 
impact of increases in maximum insurable earnings 
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subject to unemployment insurance contributions and 
the July 1991 and January 1992 increases in premium 
rates. The increases in premium rates were introduced 
to ensure the financial integrity of the Unemployment 
Insurance Account. 


Other tax revenues, consisting primarily of the 
non-resident tax, increased by 22.0 per cent, while 
non-tax revenues, consisting of return on investments 
and other non-tax revenues increased by 6.6 per cent. 


In the April 1993 budget, budgetary revenues for 

the year as a whole, were estimated to increase by 
0.7 per cent in 1992-93. The results to date, coupled 
with the expected supplementary period adjustments, 
should ensure that the April 1993 budget estimate 

is achieved. 


Budgetary expenditures 


Over the twelve-month period, April 1992 to 


March 1993, budgetary expenditures were up 
1.7 per cent on a year-over-year basis. Public debt 
charges, the largest single component of budgetary 


expenditures, declined by 5.2 per cent, reflecting 
the impact of declines in interest rates, especially 


_ short-term rates. Given the current stock and structure 


of the public debt, each sustained 100-basis-point 
decline in all interest rates should result in a 
decline in the deficit of about $1.8 billion in the 


| first full year. 


_ Program spending advanced by 4.2 per cent in the 
_ April 1992 to March 1993 period, compared to the 
_ same period in 1991-92. The increase was largely 
_ attributable to higher payments to provinces in the 


| 
| 


final quarter of 1992-93 primarily relating to prior- 


year adjustments. Restraining the overall increase 


in program spending were the restraint measures 
announced in the December 2, 1992 Economic and 
Fiscal Statement. The measures include a 2 per cent 
reduction in departmental operating budgets, as well 
as reductions in spending on grants and contributions. 
In addition, program spending was affected in the 


_ final quarter of the fiscal year by the replacement of 
_ the family allowance benefit with the new monthly 


child tax benefit. 


_ Major transfers to persons increased by 1.9 per cent, 
_ largely due to higher old age security and 


| 
! 


unemployment insurance benefits. The increase in 


old age security benefits reflects increases in average 
benefits, which are indexed to quarterly changes in 
the consumer price index, and the eligible population. 
Unemployment insurance benefit payments were 

up moderately, following double-digit increases 
throughout all of fiscal year 1991-92. The 
introduction of the new child tax benefit, effective 
January 1993, replaced the monthly family 
allowance benefit payment, thereby accounting 

for the year-over-year decline in that component. 


Major transfers to other levels of government were up 
10.9 per cent on a year-over-year basis. The federal 
government provides transfers to provinces through 
the Established Programs Financing (EPF) program 
in support of health and post-secondary education. 
EPF entitlements are paid in the form of tax point 
transfers and cash. Under the Expenditure Control 
Plan, first introduced in the February 1990 budget 
and extended in the February 1991 budget, total EPF 
entitlements to provinces, over the 1990-91 to 
1994-95 period, are limited to reflect changes in 
population only, implying a growth of about | per 
cent. Over the April 1992 to March 1993 period, 
cash transfers under Established Programs Financing 
(EPF) were up 26.8 per cent, compared to the same 
period last year. Most of the increase in cash transfers 
in 1992-93 reflects the downward revisions to the 
estimates of personal and corporate income tax yields 
in 1990 and 1991, which lowered the value of both 
prior-year and current-year tax point transfers. In 
addition, prior-year adjustments due to higher 
population estimates resulting from the 1991 census 
further increased cash transfers in the final quarter 

of 1992-93. 


Under the Canada Assistance Plan (CAP), the federal 
government shares the cost of provincial income 
maintenance and social services programs on a 
fifty-fifty basis. Under the Expenditure Control 

Plan, CAP transfers to Ontario, Alberta, and British 
Columbia are limited to a 5 per cent annual growth 
for the period 1990-91 to 1994-95. The increase in 
CAP transfers in 1992-93 primarily relates to higher 
welfare case loads. 


Fiscal transfers include Equalization, transfers to 

the territorial governments, grants to provincial and 
municipal governments in lieu of taxes, and Statutory 
and Stabilization programs, as well as transfers under 
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Table 4 
Debt Servicing and Reduction Account 


Fiscal year April 1992 to 


1991-92 March 1993 

(millions of dollars) 
Net GST revenues 15,168 14,033 
Net proceeds from privatization/private remittance 3 110 
Total proceeds Vt GA 14,143 


Account are to be used only to pay interest on the 
public debt and, ultimately, the public debt. This 
Account, in conjunction with the Spending Control 
Act, which also received Royal Assent in June 1992, 
will ensure that GST revenues will not be used to 
fund new program spending. 


Net GST revenues for fiscal year 1991-92 amounted 
to $15,168 million. In addition, the gains on the 
disposal of shares on interest in Crown corporations 
amounted to $2.5 million, while gifts to the Crown 
amounted to $389,483.91. Net GST revenues for 

the April 1992 to March 1993 period were 

$14,033 million. Net proceeds from the sale of shares 
in Crown corporations amounted to $110.2 million, 
while gifts to the Crown amounted to $99,293.70. 


The information in this Monitor is based on financial results to the end of March 1993. For further information contact: 
P. DeVries at 996-7397. Cet imprimé est également offert en francais. 
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Highlights of the financial results for April 1993 


The deficit in April 1993 was estimated at $6.0 billion, up $1.9 billion from April 1992. 


The increase in the deficit, on a year-over-year basis, was attributable to lower budgetary revenues, down $2 billion from 
April 1992. 


* Most of this decline was due to the faster processing of personal income tax refunds, up $1.5 billion from April 1992. 
The netting of the Child Tax Benefit and the reductions in the personal income surtax also served to lower personal 
income tax collections in April 1993. 


¢ The quarterly payment of the low-income GST credit, coupled with higher refunds, resulted in negative GST 
collections in April 1993. April is the lowest month for GST collections, as revenues received in early April are 
credited to the previous fiscal year. 


P< Corporate income tax collections were lower due to higher refunds, while the decline in excise taxes and duties reflects 
the impact of tariff reductions under the Canada-U.S. Free Trade Agreement. 


¢ The above developments should not adversely affect the expected outcome for the year as a whole. 


Program spending was lower in April 1993 than in April 1992, reflecting lower unemployment insurance benefits and the 
elimination of family allowance payments due to the introduction of the Child Tax Benefit. Public debt charges were 
virtually unchanged. 


_ Monthly figures can exhibit wide fluctuations, given the uneven timing of certain payments and receipts and the effective 
_ dates of policy measures. At least four months of data are required before a proper assessment of the current year's results 
can be made. ff NF 


if *S \\ 
Table 1 W{ = JuLo7 1993 \I 
_ Government of Canada \ } 
_ Summary statement of financial transactions! ae Jes /} 
NF April 
1993 
(in millions of dollars) 
Budgetary transactions 
Revenues 7,481 5,500 
Program spending -8,345 -8,252 
Operating balance -864 -2,752 
Public debt charges -3,264 -3,274 
Deficit -4,128 -6,026 
_ Non-budgetary transactions -1,359 -31 
_ Financial requirements (excluding 
foreign exchange transactions) -5,487 -6,057 
_ Foreign exchange transactions 1,916 -856 
Financial requirements -3,571 -6,913 
Unmatured debt transactions 4,642 5,534 


Note: Data compiled by the Receiver General of Canada. 
' (+) indicates a source of funds, while (-) indicates a requirement for funds. 
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Table 2 
Government of Canada 


Detailed statement of budgetary transactions 


1992 


Revenues 


Personal income tax 

Corporate income tax 

Unemployment insurance contributions 

Non-resident tax 

Total income tax 

Excise taxes and duties 
Goods and Services Tax 
Customs import duties 
Excise taxes and duties 
Total excise taxes and duties 

Other tax revenue 

Total tax revenue 

Non-tax revenue 


Total budgetary revenues 


Expenditures 


Transfer payments 
To persons — 
Elderly benefits 
Unemployment insurance benefits 
Other 
Total 


To other levels of government — 
Established Programs Financing 
Fiscal transfers 
Canada Assistance Plan 
Total 

To other 
Agriculture 
Indian and Inuits 
Regional development 
Science and technology 
International assistance 
Other 


Total 


Total transfers 


Payments to Crown corporations 
Operating and capital expenditures 
Defence 


All other departmental expenditures 
Total 


Total program spending 
Public debt charges 
Total budgetary expenditures 


April 


(in millions of dollars) 


1993 
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Table 3 
Government of Canada 
Non-budgetary transactions 


April 
1992 1993 
| (in millions of dollars) 
Loans, investments, and advances 
Crown corporations -512 i 
Other -50 -7 
Total -562 365 
Specified purpose accounts 
Canada Pension Plan Account 578 548 
Superannuation accounts -217 -182 
Other -485 -969 
Total -124 -603 
Other transactions -673 -207 
_ Total non-budgetary transactions =1509 -31 
Table 4 
Government of Canada 
_ Foreign exchange and unmatured debt transactions 
April 
| 1992 19938 
| (in millions of dollars) 
_ Foreign exchange transactions 
| Net international reserves 1,923 -1,051 
Unmatured debt transactions payable 
| in foreign currencies -7 195 
Total 1,916 -856 
_ Unmatured debt transactions 
Marketable bonds _ 1,974 
Canada Savings Bonds -472 -445 
Treasury bills 4,950 3,850 
Other 8 194 
Sub-total 4,470 D575 
Less: 
Government’s holding of unmatured debt 165 156 
Unmatured debt transactions payable 
in foreign currencies fi -195 
Sub-total 72 -39 
_ Total unmatured debt transactions payable 
in Canadian dollars 4,642 5,534 
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Table 5 
Government of Canada 
Cash, unmatured debt and debt balances 


April 
1992 1995 


(in millions of dollars) 


Cash balances at end of period 


In Canadian dollars 1,805 1,470 
In foreign currencies 146 44 
Total cash balance 1,951 1,514 


Unmatured debt balance 


Payable in Canadian dollars — 


Marketable bonds 158,056 178,439 
Canada Savings Bonds 35,126 34,369 
Treasury bills 157,250 162,050 
Other 3,500 3503 
Sub-total 355,952 378,363 
Less: 
Government’s holdings of unmatured debt 883 1,034 
Total 353,049 371,329 
Payable in foreign currencies — 
Marketable bonds 3,414 2,858 
Notes and loans 0 0 
Canada bills 0 2,092 
Sub-total 3,414 5,410 
Less: 
Government’s holdings of unmatured debt 0 0 
Total unmatured debt 356,463 382,739 


The Monthly Fiscal Monitor will be published for the first two months of each quarter. It replaces the Financial Results. 
The Quarterly Fiscal Monitor will continue to be published for the final month of each quarter. 
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Highlights of the financial results for May 1993 


The deficit in May 1993 was estimated at $2.3 billion, up $1.7 billion from May 1992. This increase was 
attributable to the faster processing of personal income tax refunds, up $2.1 billion from May 1992, which 
should not adversely affect the deficit outcome for the year as a whole. 


In the first two months of 1993-94, the deficit amounted to $8.3 billion, up $3.6 billion on a year-over-year 
basis. All of the increase in the deficit was attributable to lower budgetary revenues, down $3.9 billion from the 
April-May 1992 period. 


¢ Personal income tax collections were down $3.8 billion, reflecting the faster processing of personal income tax 
refunds to date, compared to the same period last year. On a year-over-year basis, personal income tax refunds 
are up $3.6 billion. This is entirely due to delays in processing tax returns in April and May 1992 and should 
not adversely affect personal income tax collections for the year as a whole. The netting of the Child Tax 
Benefit and the reductions in the personal income surtax also served to lower personal income tax collections 
in April and May 1993. 


¢ Excise tax and duties were down 8.7 per cent, primarily due to lower customs import duties, reflecting the impact 
___ of tariff reductions under the Canada-U.S. Free Trade Agreement and to reduced domestic sales of 
tobacco products. 


(Continued on page 4) 
Table 1 
_ Government of Canada 
_ Summary statement of financial transactions! i 
May April to May 
1992 1993 1992-93 1993-94 
(in millions of dollars) 
Budgetary transactions 
Revenues 11,330 9,389 18,811 14,890 
Program spending -8,561 -8,447 -16,905 -16,699 
Operating balance 2,769 942 1,906 -1,809 
Public debt charges -3,334 -3,246 -6,598 -6,520 
Deficit -565 -2,304 -4,692 -8,329 
Non-budgetary transactions 769 653 -589 621 
Financial requirements (excluding 
foreign exchange transactions) 204 -1,651 -5,281 -7,708 
Foreign exchange transactions 554 920 2,469 64 
Financial requirements 758 -731 -2,812 -7,644 
Unmatured debt transactions -730 1,523 3,912 7,058 


Note: Data compiled by the Receiver General of Canada. 
' (+) indicates a source of funds, while (-) indicates a requirement for funds. 
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Table 2 
Government of Canada 
Detailed statement of budgetary transactions 


May April to May 
1992 1993 1992-93 1993-94 
(in millions of dollars) 
Revenues 
Personal income tax 6,971 4,785 11,267 7,510 
Corporate income tax 246 D2 705 791 
Unemployment insurance contributions — 1,503 1533 2,966 3,045 
Non-resident tax 90 92 176 201 
Total income tax 8,810 6,935 15,114 11,547 
Excise taxes and duties 
Goods and Services Tax 1,185 1,297 15325 1,266 
Customs import duties 366 240 649 438 
Excise taxes and duties 606 654 1,017 955 
Total excise taxes and duties Zaloy 2,191 2,991 2,659 
Other tax revenue 20 24 60 61 
Total tax revenue 10,987 9,150 18,165 14,267 
Non-tax revenue 343 239 646 623 
Total budgetary revenues i330 9,389 18,811 14,890 
Expenditures 
Transfer payments to: 
Persons — 
Elderly benefits i722 1,642 3,088 3,219 
Unemployment insurance benefits 1,246 1561 B2022 3,154 
Other 203 127 719 248 
Total 3,021 3,330 6,829 6,621 
Other levels of government — 
Established Programs Financing 686 780 ApS teTp 1,559 
Fiscal transfers 831 821 1,618 1,661 
Canada Assistance Plan 597 507 1,139 1a 
Total 2,114 2,108 4,114 4,331 
Other 
Agriculture 292 48 508 75 
Indian and Inuits 181 2m 132 848 
Regional development 40 23 a2, 30 
Science and technology 65 48 124 109 
International assistance 140 126 Zee 219 
Other 528 322 503 507 
Total 1,246 840 2,181 1,788 
Total transfers 6,381 6,278 133125 12,740 
Payments to Crown corporations $12 291 761 727 
Operating and capital expenditures 
Defence 678 680 1,015 1,156 
All other departmental expenditures 1,190 1,200 2,004 2,076 | 
Total 1,868 1,880 3,019 3,232 
Total program spending - 8,561 8,447 16,905 16,699 
Public debt charges 3,334 3,246 6,598 6,520 


Total budgetary expenditures 11,895 11,693 23,503 23,219 
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Table 3 
Government of Canada 
Non-budgetary transactions 


May April to May 
1992 1993 1992-93 1993-94 


(in millions of dollars) 


Loans, investments, and advances 


Crown corporations -97 5 — -609 377 
Other -20 -49 -70 -57 
Total -117 “44 -679 320 


Specified purpose accounts 


Canada Pension Plan Account 213 607 791 1,154 

Superannuation accounts -87 -170 -304 -352 

Other -- -44 -484 -1,012 

Total 126 393 5 -210 

| Other transactions 760 304 87 511 

Total non-budgetary transactions 769 653 -589 621 
Table 4 


Government of Canada 
_ Foreign exchange and unmatured debt transactions 
May April to May 
1992 1993 1992-93 1993-94 


(in millions of dollars) 


Foreign exchange transactions 


Net international reserves TANS} 1,015 2,635 -36 
Unmatured debt transactions payable 
in foreign currencies -159 -95 -166 100 
Total 554 920 2,469 64 
- Unmatured debt transactions 
Marketable bonds 3,440 1,600 3,441 35575 
Canada Savings Bonds -237 -191 -709 -636 
Treasury bills -4,250 -50 700 3,800 
Other 3 -96 -5 98 
| Sub-total -1,044 1,263 3,427 6,837 
Less: 
Government’s holding of 
unmatured debt 155 165 319 321 
! Unmatured debt transactions 
payable in foreign currencies 159 95 166 -100 
Sub-total 314 260 485 221 


Total unmatured debt transactions 
payable in Canadian dollars -730 15523 3,912 7,058 
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Table 5 
Government of Canada 
Cash, unmatured debt and debt balances 


Cash balances at end of period 
In Canadian dollars 
In foreign currencies 


Total cash balance 


Unmatured debt balance 


Payable in Canadian dollars — 
Marketable bonds 
Canada Savings Bonds 
Treasury bills 
Other 


Sub-total 


Less: 
Government’s holdings of unmatured debt 


Total 
Payable in foreign currencies — 
Marketable bonds 
Notes and loans 
Canada bills 
Sub-total 
Less: 


Government’s holdings of unmatured debt 


Total unmatured debt 


(Continued from page 1) 


At May 31 ; 
1992-93 1993-94 
(in millions of dollars) 
1,659 2,259 
215 41 
1,874 2,294 
161,662 182,040 
34,889 333933 
153,000: 165,850 
3,503 3.005 
353,054 385,126 
730 714 
352,324 384,412 
3,210 2,858 
0 0 
0 2,052 
3,218 5,510 
0 0 
3057002 389,922 


In contrast, program spending was 1.2 per cent lower in April-May 1993 than in April-May 1992, reflecting 
the elimination of family allowance payments due to the introduction cf the Child Tax Benefit and the restraint 
measures introduced in the December 1992 Economic and Fiscal Statement. Lower interest rates resulted in a 


decline in public debt charges. 


Monthly figures can exhibit wide fluctuations, given the uneven timing of certain payments and receipts and 
the effective dates of policy measures. At least four months of data are required before a proper assessment of 


the current year’s results can be made. 


The Monthly Fiscal Monitor will be published for the first two months of each quarter. It repiaces the Financial Results. 


The Quarterly Fiscal Monitor will continue to be published for the final month of each quarter. 
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Highlights of financial results for April 1993 to June 1993 


¢ The deficit in June 1993 was estimated at $4.0 billion, down $0.2 billion from June 1992. Nearly all 
of the year-over-year improvement was due to lower program spending, as budgetary revenues were 
virtually unchanged and public debt charges were marginally higher. 


¢ The deficit in the first quarter of fiscal year 1993-94 (April to June), on a public accounts basis, 
amounted to $12.3 billion, $3.5 billion higher than that recorded i in the corresponding period of 
1992-93. 


¢ The increase in the deficit, on a year-to-date basis, was attributable to the timing of Besoval i income 
tax refunds and transitional costs associated with the restructuring of the child benefit system. T: hese 
factors will not adversely affect the April 1993 budget deficit outlook for 1993-94. 


* In addition, expenditure reduction measures taken in the December 1992 Economic and Fiscal 
Statement and the April 1993 budget should result in an improvement in the deficit as the 
year progresses. 


Summar 
y The federal deficit 


In the first quarter of fiscal year 1993-94 (April to peee od fe 


June), the budgetary deficit was $12.3 billion, Year to date 

$3.5 billion higher than that recorded in the billions of dollars 
corresponding period of 1992-93. This increase in 40 —— 1992-93 
the deficit, on a year-over-year basis, primarily L_] 1993-94 


resulted from the timing of personal income tax ” 


refunds. Systems processing changes in the first 


quarter of 1992-93 delayed refunds for the 1991 
taxation year into the second quarter of 1992-93, 55 

while improved efficiencies in the first quarter of 

1993-94 resulted in the faster processing of refunds 50 

for taxation year 1992. The timing of personal 

income tax refunds, therefore, distorts the current 15 
year-over-over deficit results. This should be 
corrected with the release of second quarter results. 10 

In addition, transitional costs associated with the 2 


restructuring of the child benefit system put 
upward pressure on the deficit in the first quarter of : : : 
A : April April April April Fiscal 
1993-94, as personal income tax collections are fe aS to e. year* 
t. 
still affected by the child tax expenditure — ei vee ol 


ae : * Estimated. 
provisions under the previous system. These 
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Table 1 
Summary statement of transactions 


June April to June 
1992 1995 1992-93 1993-94 
(in millions of dollars) 
A. Budgetary transactions 
Revenues 9,168 9,197 27,978 24,086 
Program spending -10,110 =9 933 -27,015 -26,631 
Operating surplus -942 -736 963 -2,545 
Public debt charges -3,231 =3,25 1 -9,829 -9,778 
Deficit -4,173 -3,993 -8,866 *12,323 
B. Non-budgetary transactions -1,734 -1,760 2,029 -1,140 
C. Financial requirements (excluding 
foreign exchange transactions) -5,907 -5,753 -11,189 -13,463 
D. Foreign exchange transactions: 
net source (+) / requirement (-) Zo 837 2,760 901 
E. Total financial requirements -5,616 -4,916 -8,429 -12,562 
F. Unmatured debt transactions 5,236 4,080 9,148 1113S 


factors are not expected to affect the April 1993 
budget deficit outlook for 1993-94 adversely. 


Program spending was lower in the first quarter 

of 1993-94, compared to the same period last year, 
due to the replacement of the monthly family 
allowance benefit payment by the child tax benefit 
and to lower unemployment insurance benefit 
payments. Public debt charges were also lower, 
reflecting the impact of lower interest rates. 


Financial requirements, excluding foreign 
exchange transactions, amounted to $13.5 billion 
in the first quarter of 1993-94, up $2.3 billion 

from that recorded in the first quarter of 1992-93. 
Foreign exchange transactions in the first quarter of 
1993-94 resulted in a net source of funds 
amounting to $0.9 billion, compared to $2.8 billion 
in the same period last year. As a result, total 
financial requirements, including foreign exchange 
transactions, were $12.6 billion for the first quarter 
of 1993-94, up $4.1 billion from the first quarter 
1992-93 requirements. . 


Quarterly figures can exhibit wide fluctuations 
given the uneven timing of certain payments and 


receipts and the effective dates of policy measures. 
As noted above, the timing of personal income tax 
refunds affected the first quarter fiscal results. In 
addition, the impact of certain policy decisions 
announced in previous budgets will only be fully 
reflected in the second half of the fiscal year. These 
include the streamlining of the Goods and Services 
Tax (GST) Credit, the end of the transitional costs 
associated with the restructuring of the child 
benefit system, and the reductions in operating 
costs and transfers. 


Budgetary revenues 


During the first quarter of 1993-94, budgetary 
revenues declined by 13.9 per cent on a year-over- 
year basis. This decline was primarily attributable 
to developments affecting personal income tax 
collections. Total excise taxes and duties were also 
lower in the first quarter of 1993-94 compared to 
the same period in 1992-93, while most of the 
other major components of budgetary revenues 
were higher. 
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Table 2 
Budgetary revenues: April to June 
Percent 
1992-93 1993-94 change 
(in millions of dollars) (%) 

. Income taxes 
1. Personal income tax 15,828 11,465 -27.6 
2. Corporate income tax 1214 1,595 Sule! 
3. Unemployment insurance contributions 4,541 4,638 Ziel 
4. Non-resident tax 240 276 See 
5. Total income tax 21,823 17,974 -17.6 

. Excise taxes and duties 
1. Goods and Services Tax 2,29 2,591 2S 
2. Customs import duties 966 TAS -26.4 
3. Sales and excise taxes 1,594 574 -1.3 
4. Total excise taxes and duties 5,088 4,876 -4.2 

. Other 
1. Other tax revenue 81 90 LAS 
2. Non-tax revenue 986 1,146 16.2 
3. Other revenues 1,067 250 15:3 

. Total budgetary revenues 27,978 24,086 -13.9 


40 


Budgetary revenues 
1992-93 and 1993-94 


April fodine. 
Year-over-year growth - 


per cent change 


HH 1992-93 
30 [__] 1993-94 


20. 


" 
- ie 
= ea 


-20 
-30 
Total Personal Corporate Other 
income tax income 
tax 


Personal income tax revenues declined by 


27.6 per cent, or $4.4 billion, in the first quarter 
of 1993-94, compared to the same quarter in 
1992-93. This decline reflects a number of factors, 
most notably the timing of personal income tax 
refunds ($3.8 billion), lower taxes paid on filing 
($1.8 billion), the netting of the child tax benefit 


against personal income tax collections 


($1.4 billion), and the July 1992 and January 1993 
reductions in the surtax as announced in the 
February 1992 budget ($0.3 billion). Although 
these factors more than account for the year-over- 
year decline in personal income tax collections, the 
underlying growth remains sluggish, reflecting 
compositional changes in the labour force (more 
part-time employees) and low wage growth. 


The year-over-year increase in corporate income 
tax collections was attributable to abnormally high 
refunds in the first quarter of 1992-93, primarily 
due to the impact of a court decision. Although 
corporate profits were up over 10 per cent in the 
first quarter of 1993, the application of prior-year 
losses to taxes otherwise payable is expected to 
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a 


restrain the overall increase in corporate income 
tax collections. 


Total excise taxes and duties declined by 

4.2 per cent, primarily reflecting lower customs 
import duties, due to the reduction in tariffs under 
the Canada-United States Free Trade Agreement 
and reduced domestic sales of tobacco products. 
In contrast, GST collections were up 2.5 per cent. 


Budgetary expenditures 


In the first quarter of 1993-94, budgetary 
expenditures declined by 1.2 per cent on a year- 
over-year basis. Public debt charges, the largest 
single component of budgetary expenditures, 
were 0.5 per cent lower. The decline in public 
debt charges reflected the impact of the declines 
in interest rates, especially short-term rates. Short- 
term interest rates are currently below the April 
1993 budget forecast, which should continue to 
put downward pressure on public debt charges. 


Program spending declined by 1.4 per cent in the 
first quarter of 1993-94, compared to the same 
period in 1992-93. Part of the decline reflects the 
replacement of the monthly family allowance 
benefit payments with the child tax benefit. As 
the child tax benefit is administered through the 
Income Tax Act and represents a reduction in 
personal income taxes, it is netted against personal 
income tax revenues and is not included as part 
of program spending. The first quarter 1993-94 
program spending results were also affected by 
the timing of certain payments, especially in the 
areas of defence and international assistance. 
Developments over the remaining months of 
1993-94 should bring these growth rates in line 
with the April 1993 budget projections. 


The decline in major transfers to persons was 
largely due to the replacement of family allowance 
benefit payments by the child tax benefit. 
Unemployment insurance benefit payments were 
lower, reflecting a decline in the number of persons 


eligible for unemployment insurance benefits and 
the impact of the December 1992 Economic and 
Fiscal Statement measures. The latter reduced the 
benefit rate for new beneficiaries from 60 per cent 
to 57 per cent of average insurable earnings, 
effective April 1993, and excluded those who 
quit their jobs without just cause. Elderly benefit 
payments were higher, reflecting increases in 
average benefits, which are indexed to quarterly 
changes in the consumer price index, and the 
eligible population. 


Transfers to other levels of government were up 
6.6 per cent in the first quarter of 1993-94, 
compared to the same period last year. Slow 
growth in the applicable tax bases has resulted in 
higher cash payments under Established Programs 
Financing (EPF). Under the Expenditure Control 
Plan, first introduced in the February 1990 budget 


Budgetary expenditures 
1992-93 and 1993-94 © 


April to June 
Year-over-year growth 


per cent change 


; | 8 
HM 1992-93 

3 [ | 1993-94 

2 < < 

cer _ - +I 

2 _ _ : 

-3 

-4 

5 

Total Public yee Blogrars 


charges spending 
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Table 3 
Budgetary expenditures: April to June 
Per cent 
1992-93 1993-94 change 
(in millions of dollars) (%) 
A. Transfer payments to: 
1. Persons: 
Elderly benefits 4,682 4,871 4.0 
Unemployment insurance benefits 4,801 4,600 -4.2 
Family allowances 726 2) -98.7 
Veterans’ pensions/allowances 347 seul ie) 
Other 30 af er Oe 
Total 10,585 9,858 -6.9 
2. Other levels of government 
Established Programs Financing 2,062 2889. 13.4 
Fiscal transfers 2,513 2,587 50) 
Canada Assistance Plan 1,808 1,878 3.9 
Total 6,384 6,804 6.6 
3. Other 
Agricultural subsidies 651 25 -60.9 
Indian and Inuit programs 934 1,088 16.5 
Regional development 146 63 -56.9 
Science and technology 208 193 -7.2 
International assistance 304 394 29.4 
Other 886 TES -12.1 
Total 3,129 DL YIP -11.4 
4. Total transfers 20,099 19,435 -3.3 
B. Payments to Crown corporations 
1. Canadian Broadcasting Corporation Say! 284 -19.0 
2. Canada Mortgage and Housing Corporation 420 387 -7.9 
5. Other 385 469 DY, 
4. Total 1,156 1,140 -1.4 
C. Operating and capital expenditures 
i> Defence 1,835 2,149 17.1 
2. All other departmental expenditures 5925 5.907 - les 
3. Total 5,760 6,056 ull 
D. Total program expenditures ZL 26,631 -1.4 
E. Public debt charges 9,829 9,778 -0.5 


F. Total budgetary expenditures 36,844 36,409 -1.2 
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and extended in the February 1991 budget, total 
EPF entitlements to provinces are limited to reflect 
changes in population only, implying a growth of 
about 1 per cent. EPF entitlements are paid in the 
form of tax point transfers and cash. The increase 
in cash transfers in the first quarter of 1993-94 
reflects the downward revisions to the applicable 
taxes, which lowered the value of both prior-year 
and current-year tax point transfers. Fiscal transfers 
include Equalization, transfers to the territorial 
governments, grants to municipal governments in 
lieu of taxes, transfers under the Public Utilities 
Income Tax Transfer Act and payments under the 
Stabilization and Statutory programs. 


The timing of payments primarily explains the 
large year-over-year fluctuations in other various 
components within other transfers. Similarly, the 
timing of capital payments resulted in higher 
defence spending. The decline in operating and 
capital expenditures by other government 
departments primarily reflects the impact of the 
expenditure reduction measures implemented in 
the December 1992 Economic and Fiscal 
Statement. These measures, coupled with the 
measures announced in the April 1993 budget, 
will further restrain spending throughout 1993-94 
and bring spending in all areas in line with the 
April 1993 budget projections. 


Financial requirements 


Non-budgetary transactions in the first quarter of 
1993-94 resulted in a net requirement of funds 
amounting to $1.1 billion, compared to a 
requirement of $2.3 billion recorded in the 
corresponding period of 1992-93. The lower 
requirement primarily reflects the repayment of 
loans by Crown corporations. As a result, financial 
requirements, excluding foreign exchange 
transactions, amounted to $13.5 billion in the 
first quarter of 1993-94, up $2.3 billion from the 
requirements in 1992-93. 


Foreign exchange transactions resulted in a net 
source of funds of $0.9 billion, compared to a source 
of $2.8 billion in the first quarter of 1992-93. Total 
financial requirements, therefore, amounted to 

$12.6 billion in the first quarter of 1993-94, up 

$4.1 billion from the 1992-93 requirements. The 
1993-94 requirement was financed through 
unmatured debt transactions of $11.1 billion and 

a drawdown in cash balances of $1.4 billion. 
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Table 4 
Non-budgetary transactions: April to June 


1992-93 1993-94 


(in millions of dollars) 


Loans, investments, and advances 


Crown corporations -426 453 
Other -182 -100 
Total -608 353 
Specified purpose accounts 
Canada Pension Plan Account oui PASS: 
Superannuation accounts -461 -401 
Other -169 -1,359 
Total -93 -627 
Other transactions -1,622 -866 
Total non-budgetary transactions -2,323 -1,140 
Table 5 


Foreign exchange and unmatured debt transactions: April to June 


1992-93 1993-94 


(in millions of dollars) 


Foreign exchange transactions 


Net international reserves 2,926 15152 
Unmatured debt transactions 

payable in foreign currencies -166 -251 

Total 2,760 901 


Unmatured debt transactions 


Marketable bonds 3,749 5.258 
Canada Savings Bonds a ee -1,071 
Treasury bills 6,190 6,100 
Other -160 138 
Sub-total 8,506 10,405 
Less: 
Government’s holding of unmatured debt 476 482 
Unmatured debt transactions payable 

in foreign currency 166 pe | 
Sub-total 642 oS 


Total unmatured debt transactions 
payable in Canadian dollars 9,148 ienSs 
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Table 6 
Cash, unmatured debt and debt balances: at June 


1992-93 1993-94 


(in millions of dollars) 


Cash balances at end of period 


In Canadian dollars EDA 1,423 
In foreign currencies pipe 34 
Total cash balance 1,493 1,457 
Unmatured debt balance 
Payable in Canadian dollars — 
Marketable bonds 161,812 183,704 
Canada Savings Bonds 34,325 35,295 
Treasury bills 158,490 168,150 
Other 5,007 3,894 
Sub-total 358,134 389,046 
Desss 
Government’s holdings of unmatured debt a, oe 
Total 357 Ok 388,493 
Payable in foreign currencies — 
Marketable bonds 3,278 2,858 
Notes and loans 0 0 
Canada bills 0 2,301 
Sub-total 3,278 Sglee) 
Less: 
Government’s holdings of unmatured debt 0 0 


Total unmatured debt 360,839 393652 


The information in this Monitor is based on preliminary financial results for the quarter ended Tune 30. 1993. 
For further information contact: P. DeVries at 996-7397. Cet imprimé est également offert en francais. 
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5 of the financial results for July 1993 


July 1993 was estimated at $3.7 billion, down $0.5 billion from July 1992. The year-over-year 

ent in the deficit was largely attributable to the timing of personal income tax refunds, which were about 
$2 billion lower in July 1993 than in July 1992, reflecting the faster processing of tax returns in the current fiscal 
year. Program spending declined in July 1993, reflecting the replacement of family allowance benefit payments by 
the enhanced Child Tax Benefit and lower unemployment insurance benefit payments. Public debt charges were 
marginally lower. In contrast, excise taxes and duties, which include the Goods and Services Tax (GST), customs import 
duties, and other sales and excise taxes, declined by 26.8 per cent, on a year-over-year basis, reflecting weakness in 
domestic demand and the timing of refunds and payments. Corporate income tax collections were also lower. 


In the first four months of 1993-94, the deficit amounted to $16.0 billion, up $2.9 billion on a year-over-year basis. 
All of the increase in the deficit was attributable to lower budgetary revenues, down $3.4 billion from the 
April-July 1992 period. 


¢ Personal income tax collections were down $3.2 billion, reflecting lower taxes owing on filing and higher 
refunds pertaining to the 1992 taxation year, coupled with the impact of the February 1992 budget initiatives. 
These include the introduction of the enhanced Child Tax Benefit, which is netted against personal income tax 
collections, and the July 1992 and January 1993 reductions in the personal income surtax. 


* Excise taxes and duties were down 11.1 per cent, primarily due to lower GST collections, reflecting weak 
domestic demand and higher refunds, and to customs import duties, reflecting the impact of tariff reductions 
under the Canada-U.S. Free Trade Agreement. Sales and excise taxes were also lower due to reduced domestic 
sales of tobacco products. 

(continued on page 4) 

Table 1 

Government of Canada 

Summary statement of financial transactions! 


July April to July 
92 1993 1992-93 1993-94 


(in millions of dollars) 


Budgetary transactions 


Revenues 8,179 8,634 36,157 32,721 
Program spending -9,236 -9,171 -36,251 -35,803 
Operating balance -1,057 -537 -94 -3,082 
Public debt charges -3,139 -3,136 -12,968 -12,914 
Deficit -4,196 -3,673 -13,062 -15,996 
Non-budgetary transactions q1Z 1,507 -1,613 367 
Financial requirements (excluding 

foreign exchange transactions) -3,484 -2,166 -14,675 -15,629 
Foreign exchange transactions -2,340 -69 420 832 
Financial requirements -5,824 -2,235 -14,255 -14,797 
Unmatured debt transactions 5,384 S17Z 14,532 14,309 


Note: Data compiled by the Receiver General for Canada. 
! (4) indicates a source of funds, while (-) indicates a requirement for funds. 
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Table 2 
Government of Canada 


Detailed statement of budgetary transactions 


July 
1992 1993 1992-93 1993-94 
(in millions of dollars) 
Revenues 
Personal income tax 2,896 4,040 18,724 15,505 
Corporate income tax vat 623 1,924 2,218 
Unemployment insurance contributions 1,485 1,602 6,026 6,240 
Non-resident tax 115 120 355 396 
Total income tax S07, 6,385 27,029 24,359 
Excise taxes and duties 
Goods and Services Tax 1,184 738 Sale 3,329 
Customs import duties 364 267 1,330 978 
Sales and excise taxes 719 654 2,313 2,228 
Total excise taxes and duties 2,267 1,659 Tees 6,535 
Other tax revenue a2 6 113 96 
Total tax revenue 7,506 8,050 34,497 30,990 
Non-tax revenue 673 584 1,660 73) 
Total budgetary revenues 8,179 8,634 36,157 BVP 
Expenditures 
Transfer payments to: 
Persons — 
Elderly benefits 1,588 1,660 6,270 6,530 
Unemployment insurance benefits 1,404 1.237 6,205 3,007 
Other 373 134 1,485 513 
Total 3,365 B03 13,960 12,880 
Other levels of government — 
Established Programs Financing 670 780 23153 SIs 
Fiscal transfers 954 858 3,467 3,506 
Canada Assistance Plan 627 697 __ 2,435 Pas 
Total 27251 22335 8,635 9,199 
Other 
Agriculture 99 148 750 403 
Indian and Inuits 222 235 TES6 15323 
Regional development <4 5: 190 116 
Science and technology 48 72 256 265 
International assistance 270 192 574 586 
Other 391 256 1220 981 
Total 1,074 956 4,196 3,674 
Total transfers 6,690 6,322 26,791 25 1s 
Payments to Crown corporations 346 34] 1,502 1,481 
Operating and capital expenditures 
Defence 849 927 2,683 3,076 
All other departmental expenditures 1,351 1,581 a2 5,493 
Total 2,200 2,508 7,958 8,569 
Total program spending 9,236 Orly 36,251 35,803 
Public debt charges 3,139 3,136 12,968 12,914 
Total budgetary expenditures 12375 12307 49,219 48,717 
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Table 3 
Government of Canada 
Non-budgetary transactions 


Loans, investments, and advances 
Crown corporations 
Other 


Total 


Specified purpose accounts 


Canada Pension Plan Account 
Superannuation accounts 
Other 


Total 


Other transactions 


Total non-budgetary transactions 


July 


Table 4 
Government of Canada 


Foreign exchange and unmatured debt transactions 


April to July 
1993 1992-93 1993-94 
(in millions of dollars) 
433 -526 887 
-22 -242 -118 
411 -768 769 
-384 160 750 
-276 -673 -677 
133 -1,147 -1,227 
-527 -1,660 -1,154 
1,623 815 To2 
1,507 -1,613 367 


July April to July 
1992 1993 1992-93 1993-94 
(in millions of dollars) 

Foreign exchange transactions 

Net international reserves -2,340 -485 586 667 

Unmatured debt transactions payable 

in foreign currencies = 416 -166 165 

Total -2,340 -69 420 832 
Unmatured debt transactions 

Marketable bonds 842 2,830 4,592 8,067 

Canada Savings Bonds -315 =272 -1,588 -1,343 

Treasury bills 4,560 150 10,750 6,250 

Other 161 740 1 878 

Sub-total 5,248 3,448 13755 13,852 

Less: 

Government’s holding of 
unmatured debt 136 140 611 622 
Unmatured debt transactions 
payable in foreign currencies — -416 166 -165 

Sub-total 136 -276 qe) 457 

Total unmatured debt transactions 
payable in Canadian dollars 5,384 Syl Ps 14,532 14,309 
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Table 5 
Government of Canada 
Cash, unmatured debt and debt balances 


At July 31 
1992 1993 


(in millions of dollars) 


Cash balances 


In Canadian dollars 801 2329 
In foreign currencies Zo 67 
Total cash balance 1052 2,394 


Unmatured debt balance 


Payable in Canadian dollars — 


Marketable bonds 162,107 186,533 
Canada Savings Bonds 34,009 33,026 
Treasury bills 163,050 168,300 
Other 3,509 4,218 
Sub-total 362,675 392,077 

Less: 
Government’s holdings of unmatured debt -437 -414 
Total 362,238 391,663 

Payable in foreign currencies — 

Marketable bonds 3,218 2,858 
Notes and loans 0 0 
Canada bills 0 27g 
Sub-total 3208 Sado 

Less: 
Government’s holdings of unmatured debt 0 0 
Total unmatured debt 365,516 397,238 


(continued from page 1) 


Program spending was 1.2 per cent lower in April-July 1993 than in April-July 1992, reflecting the elimination 
of family allowance payments due to the introduction of the Child Tax Benefit, lower unemployment insurance 
benefit payments, and the restraint measures introduced in the December 1992 Economic and Fiscal Statement. 
Lower interest rates resulted in a decline in public debt charges. 


The deficit, on a year-over-year basis, should continue to improve as the impact of policy initiatives, announced 
in the December 1992 Economic and Fiscal Statement and April 1993 budget, takes effect. 


The Monthly Fiscal Monitor will be published for the first two months of each quarter. — 
The Quarterly Fiscal Monitor will be published for the final month of each quarter. 
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Pes | loti ent of Finance Ministére des Finances For further information contact: P. DeVries at 996-7397. 
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Highlights of the financial results for August 1993 


The deficit in August 1993 was down $0.9 billion from August 1992, the third consecutive month in which the 
deficit has been lower on a year-over-year basis. The year-over-year improvement in the deficit in August 1993 was 
largely attributable to higher revenues, up 8.5 per cent from August 1992, as increased corporate income tax and 
GST collections more than offset a decline in personal income tax collections. The increase in GST collections 
primarily reflected the timing of collections, while the decline in personal income tax revenues was attributable to 
the impact of the February 1992 budget measures, most notably the introduction of the Child Tax Benefit and the 
reductions in the surtax. 


The deficit in the first five months of 1993-94 was up $2.0 billion on a year-over-year basis. About half of the 
year-over-year increase can be attributable to the introduction of the Child Tax Benefit and the reductions in the 
personal income surtax. As the year progresses, the net impact of the Child Tax Benefit on the deficit will lessen 
as the government will no longer be paying the Child Tax Credit. 


¢ Receipts from excise taxes and duties were up 0.5 per cent, as higher GST collections, primarily reflecting the 
timing of receipts, offset declines in the other components. Customs import duties were lower, due to the impact 
of tariff reductions under the Canada-U.S. Free Trade Agreement, while sales and excise taxes were down, 
reflecting reduced domestic sales of tobacco products. 


(continued on page 4) 


Table | a = Y 
Government of Canada (Wo 
Summary statement of financial transactions! 


August April to August 
1992 1993 1992-93 1993-94 


(in millions of dollars) 


Budgetary transactions 


Revenues 8,942 9,707 45,099 42,427 
Program spending -9,071 -9,14] -45,323 -44,944 
Operating balance -129 566 -224 =2,917 
Public debt charges -3,420 -3,166 -16,388 -16,080 
Deficit -3,549 -2,600 -16,612 -18,597 
Non-budgetary transactions 1,003 1,187 -610 [5554 
Financial requirements (excluding 

foreign exchange transactions) -2,546 -1,413 =l7,222 -17,043 
Foreign exchange transactions 182 2,831 602 3,663 
Financial requirements -2,364 -1,418 -16,620 -13,380 
Unmatured debt transactions L872 -703 : 16,404 j 13,607 - 


Note: Data compiled by the Receiver General for Canada. 
1 (+) indicates a source of funds, while (-) indicates a requirement for funds. 
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Table 5 
Government of Canada 
Cash, unmatured debt and debt balances 


At August 31 
1992 1993 


(in millions of dollars) 


Cash balances 


In Canadian dollars 285 2,980 
In foreign currencies 274 129 
Total cash balance 559 3,109 


Unmatured debt balance 


Payable in Canadian dollars — 


Marketable bonds 165,516 188,333 
Canada Savings Bonds 33,748 32,769 
Treasury bills 162,350 166,300 
Other 3,509 4,218 
Sub-total 365,120 391,228 

Less: 
Government’s holdings of unmatured debt 303 267 
Total 364,817 390,961 

Payable in foreign currencies — 

Marketable bonds 2,616 2,858 
Notes and loans 0 0 
Canada bills 0 4,103 
Sub-total 2,616 6,961 

Less: 
Government’s holdings of unmatured debt 0 0 
Total unmatured debt 367,433 397,922 


continued from page 1) 


Personal income tax collections were down $3.7 billion, primarily reflecting the impact of the February 1992 
budget initiatives. These include the replacement of the enhanced Child Tax Benefit, which is netted against 
personal income tax collections, and the July 1992 and January 1993 reductions in the personal income surtax. 
In addition, lower taxes owing on filing and higher refunds pertaining to the 1992 taxation year also impact 
adversely on the personal income tax collections to date. 


Program spending was 0.8 per cent lower in April-August 1993 than in April-August 1992, due to the elimination of 
family allowance payments resulting from the introduction of the Child Tax Benefit, lower unemployment insurance 
benefit payments, and the restraint measures introduced in the December 1992 Economic and Fiscal Statement. | 
Lower spending in these areas was largely offset by increased elderly benefit payments, higher transfers to 


provinces under Established Programs Financing, and increased defence spending. Public debt charges declined 
1.9 per cent, reflecting the impact of lower interest rates. 


The Monthly F iscal Monitor will be published for the first two months of each quarter. 
The Quarterly Fiscal Monitor will be published for the - month of each aa 
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Highlights of the preliminary financial results for 1992-93’ of Ww 


° The preliminary deficit result for 1992-93, on a public accounts basis, is $40.5 billion. This estimate 
is up $6.0 billion from 1991-92 and $5.0 billion higher than the April 1993 budget projection of 
$35.5 billion. 


¢ The sluggishness in economic growth in 1992 and the lagged impacts of the 1990-1991 recession 
resulted in a decline in budgetary revenues and increased certain components of spending. 
~~. Adjustments were included to bring the value of government investments in line with current 
economic developments. 


¢ The accounting treatment for the effect of wage restraint on employee pensions has been changed in 
accordance with the recommendation of the Auditor General and the Public Accounts Committee. 


¢ Financial requirements declined by $4.1 billion in 1992-93, as a higher net source of funds from 
non-budgetary and foreign exchange transactions more than offset the increase in the deficit. 


Summary 


Economic growth following the 1990-1991 The cere 

recession was considerably below the pattern of billions of dollars per cent of GDP 

previous recoveries. Real output increased by only [__] Billions of dollars (left scale) y 

0.7 per cent in 1992, following two years of = 

decline. The weakness in output growth in 1992, 

coupled with the lagged effects of the 1990-1991 
-Tecession, continued to depress revenues and 

increase certain components of spending 
throughout 1992-93. Working with the Office 

of the Auditor General, there has also been a 

reassessment of the allowance for valuation of the 

government’s investments in Crown corporations 
and certain loans to more adequately reflect their 
current market value. In addition, the government 

has accepted the recommendation of the Auditor 
General and of the Public Accounts Committee and 

changed the accounting treatment for the effect of 

wage restraint on employee pensions. Rather than 4980-81 1986-87 1992-93 

viewing the effect of the two-year wage freeze as a 

“plan curtailment”, with the full amount of the 
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Table 1 
Summary statement of transactions: preliminary outcome for 1992-93 
1984-85 1985-86 1986-87 1987-88 1988-89 1989-90 1990-91 1991-92 1992-93 


(billions of dollars) 


A. Budgetary transactions 


1. Revenues Ales 76.9 85.9 97.6 104.1 113.7 119.4 122.0 IDES 
2. Program spending 87.1 86.1 90.1 96.8 99.9 103.9 108.9 S33 WLS) 
3. Operating balance -16.1 -9.2 -4.1 0.8 4.2 9.8 10.4 6.7 -1.1 
4. Public debt charges PLS) 25.4 26.7 29.0 33.2 38.8 42.5 41.2 39.4 
5. Deficit -38.6 -34.6 -30.8 -28.3 -29.0 -29.0 -32.1 -34.5 -40.5 
Net public debt 206.6 241.2 272.0 300.3 B29 358.3 390.3 424.8 465.3 
Non-budgetary transactions: 
net source(+)/requirement(-) “ll 4.1 7.8 9.4 6.5 8.5 Wed) Ped) 6.0 
D. Financial requirements -29.8 -30.5 -22.9 -18.8 -22.5 -20.5 -24.4 -31.8 -34.5 


(excluding foreign exchange 
transactions) 


E. Foreign exchange transactions: 


net source (+)/requirement (-) 2.4 5.6 -6.4 -7.1 -5.7 -0.7 -4.9 0.9 Wei 
F. Total financial requirements -27.4 -24.9 -29.3 -25.9 -28.2 -21.2 -29.4 -30.9 -26.8 
G. Unmatured debt transactions 26.8 23.8 29.2 229 28.5 20.9 30.5 29.1 28.9 
H. Cash balance at end of period S29) 4.7 4.6 1.5 1.8 eS) 2.6 0.8 2.9 


Memorandum: As a percentage of gross domestic product 


Deficit 8.7 The 6.1 Sell 4.8 4.5 4.8 Sal 39 
Financial requirement 6.7 6.4 4.5 3.4 Shi 3 Shi 4.7 5.0 
(excluding foreign exchange 

transactions) 


Budgetary revenues 16.0 16.1 17.0 Tied) To? 17.5 17.8 18.1 NZ 
Program spending 19.6 18.0 17.8 17.6 16.5 16.0 16.0 NFfst 17.8 
Net public debt 46.5 50.5 53.8 54.4 54.3 Sp), Il 58.2 62.9 67.6 


Note: Adjustments have been made to the historical numbers to reflect changes in accounting practices. 


Figures may not add due to rounding. 


reduction applied against the 1992-93 deficit, transactions of $13.7 billion and unmatured debt 
the effect will now be recognized in equal transactions of $28.9 billion. As a result, cash 
annual amounts over the expected average balances increased by $2.1 billion. Financial 
remaining service lives of employees. The net requirements and unmatured debt transactions were 
impact of this change is to increase the 1992-93 lower in 1992-93 than in 1991-92. 

deficit by $1.2 billion. As a result, the deficit 

increased to $40.5 billion in 1992-93, up $6.0 The net public debt — the cumulation of budgetary 
billion from 1991-92. As a percentage of the deficits and surpluses since Confederation — stood 
economy (gross domestic product — GDP), it at $465.3 billion as of March 31, 1993, or 67.6 per 
increased from 5.1 per cent in 1991-92 to 5.9 per cent of GDP. On a per capita basis, this amounts to 
cent in 1992-93, $16,883, up $1,245 from March 31, 1992. 

The operating balance — the difference between Final fiscal year results for 1992-93 will be 
budgetary revenues and program spending — published in the Public Accounts of Canada, which : 
moved into a deficit, after recording a surplus in will be tabled in Parliament early in the new year. 


each of the last five years. 


; 7 The preliminary deficit outcome for 1992-93 was | 
The deficit of $40.5 billion was financed through $5.0 billion higher than the April 1993 budget 

the application of net source of funds from non- estimate. Budgetary expenditures were $3.6 billion 
budgetary transactions and foreign exchange higher than estimated in the April 1993 budget. 
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Net public debt 
billions of dollars per cent of GDP 
100 


500 
[ _] Billions of dollars (left scale) 


=—— Per cent of GDP (right scale) 


Most of this increase is attributable to a change in 
accounting policies for the recognition of the effect 
of wage restraint on employee pension liabilities 
and to increases in allowances for valuation. The 
remaining difference primarily reflects the impact 
of economic data that became available after the 
budget, which indicated that the performance of 
the economy was weaker than originally expected. 
The impact of the economic developments was 
most pronounced on the applicable tax bases, with 
the result that budgetary revenues were $1.4 billion 
lower than estimated in the April 1993 budget. 


Changes in accounting policies, with respect to 

the accounting for loan guarantees and for the 
effect of wage restraint on employee pensions, 
have also resulted in revisions to previous years' 
deficit results. The effect of these changes has been 
to increase net debt by $1.8 billion at the end 

or 1992-93. 


Budgetary revenues 


Budgetary revenues in 1992-93 declined by 0.5 per 
cent from last year. The weakness in nominal 
income growth in 1992, up only 1.9 per cent from 
1991, coupled with substantially lower personal 
income taxes owing at filing and higher personal 


income tax refunds with respect to the 1991 
taxation year, were the major factors contributing 
to the decline in budgetary revenues. In addition, 
the introduction of the child tax benefit and the 
reductions in the personal income tax surtax also 
reduced revenues in 1992-93. All three major 
revenue sources — personal income tax, corporate 
income tax, and GST — were lower. The overall 
decline in budgetary revenues would have been 
larger had it not been for the ending of transitional 
costs associated with the sales tax reform, which 
significantly reduced revenues in 1991-92, and the 
impact of higher premium rates on unemployment 
insurance contributions. 


As a percentage of GDP, budgetary revenues fell to 
17.6 per cent, from 18.1 per cent in 1991-92, the 
first decline in this ratio since 1988-89. The decline 
in the ratio was largely due to lower personal and 
corporate income tax income tax collections. In 
contrast, the share of unemployment insurance 
premium contributions increased. 


Personal income tax collections in 1992-93 
declined 4.8 per cent on a year-over-year basis. 
This decline reflects the combination of a number 


Federal revenues and the economy 
Year-to-year change 


per cent 
25 


—— Nominal GDP 
ameeen Biidgetary revenues 
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Budgetary revenues $121.5 billion 


Corporate 
income tax 
7% 


Unemployment 
insurance 
14% 
Personal 
income tax 
48% 


Indirect 
taxes 
22% 


of factors, including developments affecting 
taxation year 1991, continued weakness in income 
growth in 1992, and the impact of discretionary 
policy actions. According to Statistics Canada, 
personal incomes in 1991 advanced by only 2.9 per 
cent, compared to an increase of 7.1 per cent in 
1990, as declines in employment and slow wage 
growth dampened increases in employment 
income, while lower interest rates and dividends 
resulted in a decline in investment income. In 
addition, unincorporated business income remained 
depressed. Excluding government transfer 
payments, such as unemployment insurance and 
elderly benefit payments, personal income 
advanced by only 0.8 per cent in 1991. However, 
personal income tax collections throughout 1991 
remained relatively robust, which given the 
underlying tax base in 1991 and the lags in filing 
income tax returns, implied lower net collections in 
1992-93. Taxes paid at the time of tax filing for 
taxation year 1991 were significantly lower, while 
personal income tax refunds were significantly 
higher, than those for taxation year 1990. Refunds 
pertaining to the 1991 taxation year were largely 
paid out during the April to July 1992 period, 


while taxes owing on filing, with respect to 
taxation year 1991 were recorded in May 1992. 
The net impact of the higher refunds and lower tax 
owing on filing relating to the 1991 taxation year 
was to reduce federal personal income tax revenues 
in 1992-93 by about $2.5 billion. 


The weakness in personal incomes observed in 
1991 continued into 1992. Personal income 
advanced by only 2.5 per cent in 1992. Excluding 
transfer payments, the increase in personal income 
amounted to 1.4 per cent. In addition, the factor 
used to index the tax brackets and exemptions, at 
2.8 per cent, exceeded the growth in average 
incomes, thereby further dampening taxable 
income growth and personal income tax collections. 


The restructuring of the child benefit system also 
affected personal income tax collections in 
1992-93. Effective January 1993, the monthly 
family allowance, the refundable child tax credit 
and the non-refundable dependent child credit 
were replaced by an enhanced child tax benefit, 
that incorporated an earned-income supplement 
for low- and middle-income working families with 
children. The child tax benefit is paid monthly. As 
it is based on taxable income, the new child tax 
benefit is netted against personal income tax 
revenues, which reduced personal income tax 
collections by about $1.4 billion in the January 1993 
to March 1993 period. Reductions in the general 
surtax rate of one percentage point in July 1992 
and by a further one percentage point in 

January 1993 reduced personal income tax 
collections by about $0.5 billion over the July 1992 
to March 1993 period. Recoveries from the 
Provincial Tax Collection Account ($1.4 billion in 
1992-93), resulting from overpayments in previous 
taxation years, offset some of the negative impact 
of these factors on personal income tax collections. 


On a year-over-year basis, corporate income tax 
collections were down. by 11.5 per cent. This marks 
the third consecutive year in which corporate 
income tax collections have declined. Corporate 
profits declined by 4.2 per cent in 1992 and were 
50.6 per cent below their peak in 1988. The year- 
over-year decline in corporate income tax 
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Table 2 
Budgetary revenues 


Personal income tax 
Corporate income tax 


Unemployment insurance contributions 


Sh i ee Me 


Sales and excise taxes and duties 


Goods and Services Tax 
Customs import duties 
Excise taxes and duties 
Manufacturers’ sales tax 


BN eed ade 


Total 
E. Other tax revenue 


F. Non-tax revenue 


G. Total budgetary revenues 


Year-over-year 


1991-92 1992-93 change 
(millions of dollars) (%) 
61,222 58,283 -4.8 
9,359 8,278 -11.6 
15,394 17/535 13.9 
15,168 14,868 -2.0 
3,999 3,811 -4.7 
7,998 7,545 -5.7 

-1,969 -143 

255196 26,081 3.) 
1,534 1,461 -4.8 
9,327 9,813 3:2 
122;032 121,451 -0.5 


collections reflects not only the weakness in 
corporate profits, but also the impact of higher 
refunds, as losses are being applied against taxes 
paid in the past as well as taxes currently owing. 


Net Goods and Services Tax (GST) collections 
were marginally lower in 1992-93 than in 1991-92, 
despite the fact that collections in 1991-92 were 
affected by the one-time payment of the small 
business transitional grant. Excluding the impact of 
this grant, GST collections in 1992-93 declined by 
about $1 billion, or 6.7 per cent, from 1991-92. 
This year-over-year decline in GST revenues 
largely reflects the impact of timing delays in the 
payments of rebates and refunds, which resulted in 
a one-time cash flow impact of about $1 billion in 
1991-92. Net collections in 1992-93 were also 
dampened by a higher payout of the low-income 
GST Credit. 


Customs import duties declined 4.7 per cent in 
1992-93, as tariffs were lowered as specified under 
the Canada-United States Free Trade Agreement. 


Excise taxes and duties also declined in 1992-93, 
primarily due to reduced domestic tax-paid sales of 
tobacco products. Other tax revenues, consisting 
primarily of the non-resident tax, decreased by 


4.8 per cent. 


Dampening the overall impact of these declines on 
budgetary revenues were the ending of rebates 
relating to federal sales tax paid on new and 
unused inventory as of December 31, 1990, and 
higher unemployment insurance contributions and 
non-tax revenues. The increase in unemployment 
insurance contributions reflects the impact of 
higher maximum insurable earnings subject to 
unemployment insurance contributions and the 
July 1991 and January 1992 increases in premium 
rates. The increases in premium rates were 
introduced to ensure the financial integrity of the 
Unemployment Insurance Account. Non-tax 
revenues, consisting of return on investments and 
other non-tax revenues increased by 5.2 per cent, 
primarily due to higher Exchange Fund 

Account profits. 
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Budgetary expenditures 


Budgetary expenditures were up 3.4 per cent in 

1992-93, compared to 1991-92. As a percentage 
of GDP, total budgetary expenditures increased 

slightly, from 23.2 per cent in 1991-92 to 

23.9 percent 1m 1992-93, 


Public debt charges, the largest single component 
of budgetary expenditures, accounting for about 
25 per cent of total spending, declined by 4.5 per 
cent, reflecting the impact of lower effective 
interest rates on the stock of public debt. The 
moderating inflationary pressures observed 
throughout 1992 allowed for a continuation of 
easing in monetary conditions, that began in the 
spring of 1990. The 90-day commercial paper rate 
began the year at 7.25 per cent and fell as low as 
4.77 per cent in September, before instability in 
international financial markets, concern over fiscal 
deficits and uncertainty about constitutional 
developments led to an interruption in the trend. 
By December, however, financial markets had 
stabilized and interest rates resumed their decline. 
Long-term interest rates also fell through 1992 and 
into 1993, though not as fast as short-term rates. 


Budgetary expenditures $161.9 billion 


Transfers _ 
to persons 
26% 


interest 
24% 
Transfers 


to provinces 
18% 


Other 
transfers 
9% 


Crown 
corporations 
4% 


As a result, the average effective interest rate on 
the federal unmatured debt at March 31, 1993 
amounted to 7.88 per cent, down 98 basis points 
from March 31, 1992. The impact of the decline in 
average effective interest rates more than offset 
the increase in gross unmatured debt, which rose 
from $351,885 million at March 31, 1992 to 
$382,741 million at March 31, 1993. 


Program spending advanced by 6.3 per cent in 
1992-93. The increase was attributable to a number 
of factors including a number of adjustments, 
which reduced spending in 1991-92 but increased 
program spending in 1992-93 and the impact of the 
weakness in income and employment, which 
resulted in higher unemployment insurance benefit 
payments and increased cash transfers to provinces 
under Established Programs Financing. Restraining 
the overall increase in program spending was the 
replacement of the family allowance benefit by 

the new monthly child tax benefit. 


Transfers to persons increased by 2.6 per cent, 
largely due to higher old age security and 
unemployment insurance benefits. The increase in 
old age security benefits reflects increases in 


Public debt charges — 
the interest bite 


Year-to-year change 


per cent 
45 ames AS Qa share of revenues 
As a share of 

40 , budgetary expenditures 
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Table 3 
Budgetary expenditures 
Per cent 
1991-92 1992-93 change 
(millions of dollars) (%) 
A. Transfer payments to persons 
Unemployment insurance program payments TSs125 19,065 Be 
Old age security benefits 18,393 19,106 a 
Family allowances 2,521 2,195 page 
Other 1,435 1,488 3.6 
Total 40,773 41,854 2.6 
B. Transfer payments to other levels of government 
Established Programs Financing 8,830 11,194 26.8 
Fiscal arrangements 10;295 9,086 ete 
Canada Assistance Plan 6,099 6,686 9.6 
Other 1,742 1,838 55 
Total 26,966 28,804 6.8 
C. Other transfer payments 
Agricultural subsidies 1,853 1,666 -10.1 
Indian and Inuit programs 2,547 2,845 17 
Regional/industrial development 2,002 23238 11.8 
Job creation/labour adjustment 16951 1,887 -3.3 
International Assistance 2,187 2,805 0.6 
Other 3,073 3,362 9.4 
Total 14,212 14,803 4.2 
D. Crown corporation expenditures 
Canada Mortgage and 
Housing Corporation 1,904 15979 5.9 
Canadian Broadcasting Corporation 1,038 1,110 del 
Other 2,366 3,091 30.6 
Total S301 6,180 16.6 
-E. Defence 10,922 11,062 1.3 
_F. All other program spending ile) 19,834 L557, 
_G. Total program expenditures 115.3 ia 122557 6.3 
_H. Public debt charges 41,231 39,394 -4.5 
I. Total budgetary expenditures 156,542 161,931 3.4 
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average benefits, which are indexed to quarterly 
changes in the consumer price index, and in the 
eligible population. Unemployment insurance 
benefit payments were up 5.2 per cent, following 
double-digit increases in fiscal year 1991-92. The 
introduction of the new child tax benefit, effective 
January 1993, replaced the monthly family 
allowance benefit, thereby accounting for the 
year-over-year decline in that component. 


Transfers to other levels of government were up 
6.8 per cent on a year-over-year basis. The federal 
government provides transfers to provinces 
through the Established Programs Financing (EPF) 
program in support of health and post-secondary 
education. Since 1990-91, these entitlements have 
been frozen in per capita terms, implying an annual 
growth of about 1 per cent. EPF entitlements are 
paid in the form of tax point transfers and cash. 
The increase in cash transfers of 26.8 per cent 
reflects the downward revisions to the estimates of 
personal and corporate income tax yields in 1990 
and 1991, which lowered the value of both prior- 
year and current-year tax point transfers. In 
addition, prior-year adjustments due to higher 


Federal program spending 
and the economy 


Year-to-year change 


per cent 
25 


————— Nominal GDP 
muauma Program spending 


aw 


1961-82 1983-84 1985-96 1987-88 1989-90 1991-92 


population estimates resulting from the 1991 
census further increased cash transfers in 1992-93. 


Fiscal arrangements include equalization, grants to 
provincial and municipal governments in lieu of 
taxes, and statutory and stabilization programs, as 
well as transfers under the Public Utilities Income 
Tax Transfer Act. The largest of these is 
equalization, under which the federal government 
provides cash transfers to provinces with below- 
standard fiscal capacities to ensure that provinces 
can provide reasonably comparable levels of public 
services at reasonably comparable levels of 
taxation. The year-over-year decline in fiscal 
transfers reflects the impact of reduced 
equalization entitlements in respect of current and 
prior years, due to the 1990-1991 recession and the 
impact of revised population results based on the 
1991 Census. Under program operating rules some 
of the overpayment was recovered immediately 
with the remainder deferred for a short period. To 
assist equalization-receiving provinces in dealing 
with the recovery of the census overpayment, a 
special relief plan has been established, whereby 
some provinces will have up to 11 years to repay 
the federal government. 


Under the Canada Assistance Plan (CAP), the 
federal government shares the cost of provincial 
income maintenance and social services programs 
on a fifty-fifty basis for equalization-receiving 
provinces. CAP transfers to non-equalization- 
receiving provinces, Ontario, Alberta, and British 


Columbia, have been limited to a 5 per cent annual — 


growth since 1990-91. 


Spending on other transfers increased by 4.2 per 
cent on a year-over-year basis. With the exception 
of transfers under the various agricultural subsidy 
programs and, to a lesser extent, the job creation 
and labour adjustment programs, increases were 
recorded. Increased transfers were recorded to 
Indian and Inuit peoples, regional development, 
science and technology, and to assist the fishing 
industry under the Northern Cod Moratorium and 
Adjustment Program. 


Most of the increase in the Crown corporations 
component was attributable to valuation 
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adjustments to more properly reflect the estimated 
realizable value of the government's investment in 
its corporations. In addition, higher payments were 
made during the course of the year to the Canadian 
Broadcasting Corporation and the Canada 
Mortgage and Housing Corporation. Defence 
spending was up only 1.3 per cent. 


Other program spending includes the costs of 
government administration and specific services 
delivered to the public, including health care to 
natives and veterans, research undertaken by 
government employees, the operation of airports 
and national parks, the operation of federal 
correctional institutions, and the provision of 
police services. Spending in this component was 
up $2.7 billion or 15.7 per cent in 1992-93, 
following a decline of 4.7 per cent reported in 
1991-92. About $1 billion of the increase in 
1992-93 was due to a reduction in the allowance 
for employee benefit costs in 1991-92, as a result 
‘of the government's decision to limit retroactive 
equal pay adjustments to the period after 
November 1990. Other factors contributing to 


able 4 


increased spending during 1992-93 included the 
costs associated with the constitutional referendum 
and increased payments to public sector 

insurance plans. 


The Spending Control Act 


On June 18, 1992, Royal Assent was given to 

Bill C-56 "An Act respecting the control of 
government expenditures" — The Spending Control 
Act. This Act imposes legislated limits on the 
amount of federal government spending over the 
five-year period — 1991-92 to 1995-96. The 
legislated spending limits are based on the 
spending projections contained in the February 
1991 budget. Adjustments are made to exclude 
spending related to public debt charges, major 
self-financing programs (Unemployment Insurance 
Act and federal advances to the Farm Income 
Protection Act), expenditures made as a result of 
emergencies, expenditures related to events 
occurring prior to April 1991, and losses on the 
sale of disposal of shares in Crown corporations. 


_ Spending Control Act 
| 1991-92 1992-93 
(millions of dollars) 
_ Total expenditure for the year 156,542 161,931 
Less: 
Public debt charges 41,231 39,394 
Expenditures under the Unemployment Insurance Act 
— Benefits 18,125 19,065 
— Administration 1207 1242 
Expenditures under the Farm Income Protection Act 
— Crop re-insurance 52 
— Revenue Insurance Fund 16 (Cee) 
Expenditures related to events occurring prior to April 1991 241 556 
Total adjustments 60,871 60,393 
Spending subject to spending limit 95,671 101,538 
Spending limit for the year 97,200 100,998 
Under/overspending for the year -1,529 540 
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Table 5 
Financial requirements and unmatured debt transactions 


1991-92 1992-93 


(millions of dollars) 


A. Budgetary deficit -34,510 -40,480 


B. Non-budgetary transactions 
1. Loans, investments, and advances 


Crown corporations -521 264 
Other S37 -114 
Total -184 -150 

2. Specified purpose accounts 
Canada Pension Plan Account -278 -342 
Superannuation accounts 5,789 6,030 
Other 16 -35 
Total 5,530 5,653 
3. Other transactions -2,636 180 
4. Total non-budgetary transactions 2,710 Byles: 
C. Financial requirements -31,800 -34,497 


(excluding foreign exchange transactions) 


D. Foreign exchange transactions 


1. Net international reserves 1,996 3, /47 
2. Unmatured debt transactions 
payable in foreign currencies -1,082 1,966 
3. Total 941 UTANS 
E. Total financial requirements -30,859 -26,784 
F. Unmatured debt transactions 
Marketable bonds 14,395 19,824 
2. Canada Savings Bonds #1154 -1,229 
3. Treasury bills 13,150 9,750 
4. Other -1,006 2,549 
5. Sub-total 27,693 30,894 
ess: 
6. Government's holding of unmatured debt -289 -37 
7. Unmatured debt transactions 
payable in foreign currency 1,082 -1,966 | 
8. Sub-total Pen 2,003 
> ! 
9. Total unmatured debt transactions | 
payable in Canadian dollars 29,064 28,891 


ne 
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The spending limit for 1992-93, as specified under 
the Act, is $101.0 billion. Spending during the 
course of 1992-93 subject to the Spending Control 
Act amounted to $101.5 billion — $0.5 billion 
above the spending limit for the year. However, 
under the Spending Control Act, underspending 

in one year may be carried forward to offset 
overspending in other years. In 1991-92, spending 
subject to control was $1.5 billion below the limit 
set out in the Act. As a result, spending subject to 
control over the first two years was $1.0 billion 
below the limits set out in the Act. 


Table 6 


Cash, unmatured debt and debt balances at March 31 


Factors affecting financial 
requirements 


The government's net financial requirements 
reflect not only the difference between budgetary 
revenues and expenditures, but also the net source 
of funds generated by non-budgetary and foreign 
exchange transactions. Non-budgetary transactions 
in 1992-93 amounted to $6.0 billion, up 

$3.3 billion from 1991-92. Foreign exchange 
transactions resulted in a net source of funds of 
$7.7 billion, compared to a net source of 


1992 1993 


A. Cash balances at end of period 
1. Canadian dollars 


2. In foreign currencies 


3. Total cash balance 


B. Unmatured debt balance 
1. Payable in Canadian dollars: 


Marketable bonds 
Canada Savings Bonds 
Treasury bills 

Other 

Sub-total 


Less: 
2. Government's holdings of unmatured debt 
3. Total 
4. Payable in foreign currencies: 
Marketable bonds 
Notes and loans 
Canada bills 
Sub-total 
5. Total unmatured debt 


(millions of dollars) 


677 DFTA 
97 107 

774 2,881 
158,062 178,465 
35,598 34,369 
152,300 162,050 
3,501 3,505 
349,461 378,389 
1,020 1,058 
348,441 377,331 
3,437 2,858 

4) 0 

0 2,552 

3,444 5,410 
351,885 382,741 


Annual Fiscal Monitor 


$0.9 billion in 1991-92. Foreign exchange 
transactions are primarily directed towards 
promoting orderly conditions in the Canadian 
dollar exchange market. As a result, total financial 
requirements amounted to $26.8 billion, down 

$4.1 billion from the 1991-92 requirement. 
Unmatured debt transactions amounted to 

$28.9 billion in 1992-93, down $0.2 billion from 
1991-92. Cash balances at March 31, 1993 stood at 
$2.9 billion, up $2.1 billion from March 31, 1992. 


The Debt Servicing and 
Reduction Account 


On June 18, 1992, Royal Assent was granted to 
legislation establishing the Debt Servicing and 
Reduction Account. All GST revenues net of the 


Table 7 
The Debt Servicing and Reduction Account 


applicable rebates and credits, net proceeds from 
the sale of Crown corporations and gifts to the 
Crown identified for debt reduction will be 
credited to this Account. The revenues in this 
Account can be used only to pay interest on the 
public debt and, ultimately, the public debt. 


Net GST collections amounted to $14.9 billion in 
1991-92, while interest and penalties received 
related to the GST amounted to $.4 million. Gifts 
to the Crown, earmarked for deficit reduction, 
totalled $107,000, while net proceeds from the 
disposition of the government's interest in Crown 
corporations amounted to $110.3 million. Total 
proceeds credited to the Account in 1992-93 
amounted to $15.0 billion, down slightly 

from 1991-92. 


1991-92 1992-93 


A. Net GST collections 

B. GST interest and penalties received 
C. Net privatization proceeds 

D. Private remittances 

E. Total 


(thousands of dollars) 


15,168,461 14,868,163 
18,988 71,407 
2,497 110,259 

389 107 
15,190,335 15,049,936 
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Highlights of financial results for April 1993 to September 1993 


¢ The deficit in September 1993 was estimated at $2.1 billion, up $0.2 billion from September 1992. 
All of the year-over-year increase was due to lower budgetary revenues. 


¢ The deficit in the first six months of fiscal year 1993-94 (April to September), on a public accounts 
basis, amounted to $20.7 billion, $2.2 billion higher than that recorded in the corresponding period 


of 1992-93. 


¢ The increase in the deficit, on a year-to-date basis, was attributable to substantially lower budgetary 


revenues, down $3.6 billion on a year-over-year basis, in part due to the weakness in nominal income 
growth and in part due to the transitional costs associated with the restructuring of the childa, R p= 


benefit system. 


Summary 


In the first six months of fiscal year 1993-94 
(April to September), the budgetary deficit was 
$20.7 billion, $2.2 billion higher than that recorded 
in the corresponding period of 1992-93. This 
increase in the deficit, on a year-over-year basis, 
was entirely due to lower revenues, as both 
program spending and public debt charges were 
lower than recorded in the same period last year. 

_ The decline to date in budgetary revenues 
primarily resulted from the weakness in nominal 
income growth, both in 1992 and 1993. This has 
resulted in higher personal income tax refunds and 
lower taxes owing on filing with respect to the 

_ 1992 taxation year and slower-than-expected 
growth in revenue collections this year. In addition, 
_ transitional costs associated with the restructuring 
_ of the child benefit system have put upward 
pressure on the deficit in the first six months of 
1993-94, as personal income tax refunds paid to 
date are still affected by the child tax expenditure 
provisions under the previous system. 
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Table 1 ; 
Summary statement of transactions 


September April to September 
1992 1993 1992-93 1993-94 
(in millions of dollars) 
A. Budgetary transactions 
Revenues 11,067 LOMA 56,166 52,599 
Program spending -9,824 -9,286 -55,147 -54,230 
Operating surplus 1,243 886 EO -1,631 
Public debt charges -3,199 -3,024 -19,587 -19,104 
Deficit -1,956 =2,139 -18,568 -20,735 
B. Non-budgetary transactions -199 625 -808 2,180 
C. Financial requirements (excluding 
foreign exchange transactions) -2,155 -1,514 -19,376 -18,555 
D. Foreign exchange transactions: 
net source (+) / requirement (-) 3,451 -1,156 4,053 2,507 
E. Total financial requirements 1,296 -2,670 =l5,322 -16,048 
F. Unmatured debt transactions 1,821 679 18,225 14,286 


Program spending was lower in the first six months 
of 1993-94, compared to the same period last year, 
primarily due to the replacement of the monthly 
family allowance benefit payment by the child tax 
benefit and to lower unemployment insurance 
benefit payments. 


Excluding the impact of the introduction of the 
child tax benefit on both budgetary revenues and 
program spending, the deficit would have been 
$1.2 billion lower in the first six months of 
1993-94 from that currently reported. 


Public debt charges were also lower, reflecting 
the impact of lower interest rates. 


Financial requirements, excluding foreign 
exchange transactions, amounted to $18.6 billion 
in the first six months of 1993-94, down 

$0.8 billion from that recorded in the first six 
months of 1992-93. Foreign exchange transactions 
in the first six months of 1993-94 resulted in a 


net source of funds amounting to $2.5 billion, 
compared to $4.1 billion in the same period last 
year. As a result, total financial requirements, 
including foreign exchange transactions, were 
$16.0 billion for the first six months of 1993-94, 
up $0.7 billion from the first six months of 
1992-93. Unmatured debt transactions, at 

$14.3 billion were $3.9 billion lower than in the 
corresponding period of 1992-93. 


The deficit outcome for fiscal year 1993-94 will 
be dependent upon economic developments, 
interest rates, and the timing of policy measures. 
However, economic and fiscal data, that have 
become available since the April 1993 budget, 
indicate that the level of nominal income is 
lower-than-expected, which is resulting in 
slower-than-expected revenue growth. Revenue 
developments to date have also been negatively 
affected by higher refunds and lower taxes paid 
on filing with respect to the 1992 taxation year. 


t 
i 


While it is still too early to fully assess the net 


impact of these developments on the government’: 
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Table 2 
Budgetary revenues: April to September 
Per cent 
1992-93 1993-94 change 
(in millions of dollars) (%) 
A. Income taxes 
1. Personal income tax 28,970 24,729 -14.6 
2. Corporate income tax 2490 3,265 17.0 
3. Unemployment insurance contributions 9,196 9,441 27 
4. Non-resident tax 489 Sil 16.8 
5. Total income tax 41,445 38,006 -8.3 
B. Excise taxes and duties 
1. Goods and Services Tax 6375 7,034 10.3 
2. Customs import duties 2,008 109 -21.4 
3. Sales and excise taxes 3,714 3,425 -7.9 
4. Total excise taxes and duties 12,097 12,038 -0.8 
C. Other 
1. Other tax revenue 107 IA 1571 
2. Non-tax revenue 2,517 2,434 -3.3 
3. Total other revenues 2,624 2,25) -2.6 
D. Total budgetary revenues 56,166 92,999 -6.4 
Budgetary revenues financial situation for 1993-94, the deficit will 
1992-93 and 1993-94 . exceed the level projected at the time of the 
/ April 1993 budget. 
Year-over-year growth 
_ = Ge alge Budgetary revenues 
BE 1902-03 During the first six months of 1993-94, budgetary 


revenues declined by $3.6 billion or 6.4 per cent 
on a year-over-year basis. This decline was 
primarily attributable to developments affecting 
personal income tax collections, which were down 
$4.2 billion on a year-over-year basis. Part of the 
decline in budgetary revenues to date was due to 
the introduction of the child tax benefit, which is 
netted against personal income tax collections. 
Excluding the impact of the child tax benefit, 
budgetary revenues were down 1.8 per cent, on 
a year-over-year basis. 


The year-over-year decline in personal income 


Total Persona Corporate Other 3 : 
eeboapen iecome tax revenues reflects the combination of a number 


of factors, including the impact of the child tax 
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benefit, the lagged effects of the weakness in 
income growth in 1992 and the continued 
sluggishness in income growth in 1993. The child 
tax benefit replaced the monthly family allowance 
benefit, which was part of program spending, 

and the refundable child tax credit and the 
non-refundable dependent child credit, both of 
which were netted against personal income tax 
collections. The child tax benefit also includes an 
earned-income supplement. In the first six months, 
$2.6 billion has been paid out under the child tax 
benefit, which was netted against personal income 
tax collections. However, refunds and taxes paid 
on filing in the first six months of 1993-94, which 
pertain to taxation year 1992, were still affected by 
the payment of the child tax credit and child credit, 
thereby further dampening personal income tax 
collections to date. In addition, liabilities with 
respect to the 1992 taxation year were lower than 
expected. As a result, when individuals filed their 
tax returns in the spring of 1993, taxes paid on 
filing were lower and refunds higher, thus lowering 
overall collections in the first half of 1993-94, 
vis-a-vis year earlier collections. Finally, the 

July 1992 and January 1993 reductions in the 
surtax, as announced in the February 1992 budget, 
have also served to reduce personal income tax 
collections to date. 


The year-over-year increase in corporate income 
tax collections was largely attributable to 
abnormally high refunds in the first six months 
of 1992-93. Excluding the impact of refunds, 
corporate income tax instalment payments were 
down marginally on a year-over-year basis. 
Corporate profits were up over 16 per cent in the 
first six months of 1993 and are expected to 
continue to increase, However, corporate income 
tax collections are expected to increase more 
slowly than profits as corporations use losses 
incurred in previous years to reduce taxes 
otherwise payable. 


Total excise taxes and duties declined by 

0.8 per cent, with significant differences among 
the various components. Collections under the 
Goods and Services Taxes (GST) were up 

10.3 per cent, on a year-over-year basis. Part of 
this increase was attributable to collection lags 


experienced last year due to the harmonization of 
collection activities in the province of Québec, and 
to the timing of receipts and refunds. In contrast, 
customs import duties were down 21.4 per cent, 

in part reflecting reductions in tariffs under the 
Canada-United States Free Trade Agreement. 
Sales and excise taxes were down 7.9 per cent, 
primarily due to reduced domestic tax-paid sales 
of tobacco products. 


Budgetary expenditures 


In the first six months of 1993-94, budgetary 
expenditures declined by 1.9 per cent on a year- 
over-year basis. Public debt charges, the largest 
single component of budgetary expenditures, were 
2.5 per cent lower. The decline in public debt 
charges reflects the impact of the declines in 
interest rates, especially short-term rates. 


Program spending declined by 1.7 per cent in 
the first six months of 1993-94, compared to the 
same period in 1992-93. This decline reflects the 


Budgetary expenditures 
1992-93 and 1993-94 


April to September 
Year-over-year growth 


per cent change 


4 
BBE 1992-93 
3 [__] 1993-94 
2 | 
1 | 
=n eo 
-1 | 
“3 
5 
Total Public debt Program 
charges spending 


Quarterly Fiscal Monitor 


Table 3 
Budgetary expenditures: April to September 
Per cent 
1992-93 1993-94 change 
(in millions of dollars) (%) 
A. Transfer payments to: 
1. Persons: 
Elderly benefits 9,451 9,843 4.1 
Unemployment insurance benefits 9,004 8,473 -5.9 
Family allowances 1,453 21 -98.5 
Veterans’ pensions/allowances Fike) 709 -0.8 
Other 52 47 poll 
Total 20,676 19,094 -7.7 
2. Other levels of government 
Established Programs Financing 4,073 4,678 14.9 
Fiscal transfers 5,144 5,197 1:0 
Canada Assistance Plan Se C14 Dee eee ee Le 4S Lex 
Total 13,031 13,821 6.1 
3. Other 
Agricultural subsidies 225 585 -36.8 
Indian and Inuit programs 1,581 1767 Lis 
Regional development 324 230 -29.1 
Science and technology 414 385 -6.8 
International assistance 973 S15 -6.2 
Other Peep 1,741 -21.3 
Total 6,428 5,621 -12.6 
| 4. Total transfers 40,135 38,536 -4.0 
_B. Payments to Crown corporations 
| 1. Canadian Broadcasting Corporation 607 595 -2.0 
2. Canada Mortgage and Housing Corporation 811 860 6.0 
3. Other 753 741 -1.6 
4. Total Zh A 2,196 iy? 
-C. Operating and capital expenditures 
1. Defence 4,501 4,958 10:2 
2. All other departmental expenditures 8,340 8,540 2.4 
3. Total 12,841 13,498 5.1 
D. Total program expenditures 55,147 54,230 -1.7 
E. Public debt charges 19,587 19,104 Os 


F. Total budgetary expenditures 74,734 73,334 -1.9 
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replacement of the monthly family allowance 
benefit payments with the child tax benefit. As 

the child tax benefit is administered through the 
Income Tax Act and represents a reduction in 
personal income taxes, it is netted against personal 
income tax revenues and is not included as part of 
program spending. Adjusting the results for the 
impact of the elimination of the family allowance 
benefits, program spending, in the first six months, 
would have increased 0.9 per cent over the same 
period last year. 


The decline in major transfers to persons was 
largely due to the replacement of family allowance 
benefit payments by the child tax benefit. 
Unemployment insurance benefit payments were 
lower, reflecting a decline in the number of persons 
eligible for unemployment insurance benefits and 
the impact of the December 1992 Economic and 
Fiscal Statement measures. The latter reduced the 
benefit rate for new beneficiaries from 60 per cent 
to 57 per cent of maximum insurable earnings, 
effective April 1993, and excluded those who quit 
their jobs without just cause. Elderly benefit 
payments were higher, reflecting increases in 
average benefits, which are indexed to quarterly 
changes in the consumer price index, and the 
eligible population. 


Transfers to other levels of government were up 
6.1 per cent in the first six months of 1993-94, 
compared to the same period last year. Slow 
growth in the applicable tax bases has resulted in 
higher cash payments under Established Programs 
Financing (EPF). Under the Expenditure Control 
Plan, first introduced in the February 1990 budget 
and extended in the February 1991 budget, total 
EPF entitlements to provinces are limited to reflect 
changes in population only, implying a growth of 
about | per cent. EPF entitlements are paid in the 
form of tax point transfers and cash. The increase 
in cash transfers in the first six months of 1993-94 
reflects the downward revisions to the applicable 


tax bases, which lowered the value of both 
prior-year and current-year tax point transfers. 
Fiscal transfers include Equalization, transfers to 
the territorial governments, grants to municipal 
governments in lieu of taxes, transfers under the 
Public Utilities Income Tax Transfer Act and 
payments under the Stabilization and statutory 
programs. Equalization transfers are being 
restrained, given the weakness in income growth 
in the non-equalization receiving provinces. 


The timing of payments primarily explains the 
large year-over-year fluctuations in the components 
within other transfers. Similarly, the timing of 
capital payments resulted in higher defence 
spending. The operating and capital expenditures 
of other government departments increased by 

2.4 per cent on year-over-year basis. 


Financial requirements 


Non-budgetary transactions in the first six months 
of 1993-94 resulted in a net source of funds 
amounting to $2.2 billion, compared to a 
requirement of $0.8 billion recorded in the 
corresponding period of 1992-93. The lower 
requirement primarily reflects the repayment of 
loans by Crown corporations. As a result, financial 
requirements, excluding foreign exchange 
transactions, amounted to $18.6 billion in the 

first six months of 1993-94, down $0.8 billion 
from the requirements in 1992-93. 


Foreign exchange transactions resulted in a net 
source of funds of $2.5 billion, compared to a 
source of $4.1 billion in the first six months of 
1992-93. Total financial requirements, therefore, 
amounted to $16.0 billion in the first six months 
of 1993-94, up $0.7 billion from the 1992-93 
requirements. The 1993-94 requirements were 
financed through unmatured debt transactions of 
$14.3 billion and a drawdown in cash balances of 
$1.8 billion. 
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Table 4 
Non-budgetary transactions: April to September 


1992-93 1993-94 


(in millions of dollars) 


Loans, investments, and advances 


Crown corporations -354 1027) 
Other -218 -107 
Total -572 920 
Specified purpose accounts 
Canada Pension Plan Account -9 1,423 
Superannuation accounts 1,589 2,070 
Other -1,495 -843 
Total 85 2,650 
Other transactions -321 -1,390 
Total non-budgetary transactions -808 2,180 
Table 5 
Foreign exchange and unmatured debt transactions: April to September 
1992-93 1993-94 


(in millions of dollars) 


Foreign exchange transactions 


Net international reserves 4,880 395 
Unmatured debt transactions 

payable in foreign currencies -827 pag 

Total 4,053 UT, 


Unmatured debt transactions 


Marketable bonds 9,556 11,819 
Canada Savings Bonds -2,000 -1,816 
Treasury bills 9,000 3,400 
Other — 2,107 
Sub-total 16,556 15,510 
Less: 
Government’s holding of unmatured debt 842 888 
Unmatured debt transactions payable 

in foreign currency 827 paral Wes 
Sub-total 1,669 -1,224 


Total unmatured debt transactions 
payable in Canadian dollars 18,225 14,286 
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Table 6 
Cash, unmatured debt and debt balances: at September 30 


1992 1993 


(in millions of dollars) 


Cash balances at end of period 


In Canadian dollars 3,466 1,072 
In foreign currencies ZN 47 
Total cash balance 3,677. 1,119 


Unmatured debt balance 


Payable in Canadian dollars — 


Marketable bonds 168,439 190,283 

Canada Savings Bonds 83,597 32,555 

Treasury bills 161,300 165,450 

Other Spay 3,500 

Sub-total 366,845 391,786 
Less: 

Government’s holdings of unmatured debt 207 147 
Total 366,638 BT 659 


Payable in foreign currencies — 


Marketable bonds ZOU. 2,858 

Notes and loans 0 0 

Canada bills 0 4,664 

Sub-total 2,017 Tze 
LESS: 

Government’s holdings of unmatured debt 0 0 
Total unmatured debt 369,255 399,161 


The information in this Monitor is based on preliminary financial results for the quarter ended September 30, 1993. 
For further information contact: P. DeVries at 996-7397. Cet imprimé est également offert en francais. 
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Highlights of the financial results for October 1993 


The deficit in October 1993 was estimated at $3.9 billion, unchanged from October 1992. 


¢ Budgetary revenues were down 1.3 per cent, on a year-over-year basis, primarily due to higher proceeds from 
asset sales in October 1992 and increased payments under the GST low-income credit in October 1993. 


¢ Program spending was up 1.6 per cent, largely attributable to higher transfers to provinces and increased 
contributions to federal employees’ insurance plans. 


¢ Public debt charges fell 8.4 per cent, due to the impact of lower interest rates on the costs of servicing the 
national debt. 


In the first seven months of 1993-94, the deficit amounted to $24.6 billion, up $2.2 billion on a year-over-year basis. 


¢ Budgetary revenues were down 5.7 per cent, reflecting the restructuring of the child benefit system, effective 
January 19955 andet eal ages in 1992 taxable income, which resulted in lower taxes owing on filing and 
ew i 


(continued on page 4) 


Table | 
Government of Canada — i 
Summary statement yi a iz Areareartions 
October April to October 
1992 1993 1992-93 1993-94 


(in millions of dollars) 


Budgetary transactions 


Revenues 8,739 8,622 64,944 615221 

Program spending -9,370 -9,516 -64,554 -63,747 

Operating balance -631 -894 390 -2,526 

Public debt charges -3,258 -2,983 -22,846 -22,086 

Deficit -3,889 -3,877 -22,456 -24,612 
Non-budgetary transactions 754 670 -53 2,850 
Financial requirements (excluding 

foreign exchange transactions) e2ydle®) -3,207 -22,509 -21,762 
Foreign exchange transactions 1,502 500 Sees) 3,007 
Financial requirements -1,633 -2,/07 -16,954 -18,755 
Unmatured debt transactions 916 4,519 19,141 18,805 


Note: Data compiled by the Receiver General for Canada. 
! (4) indicates a source of funds, while (-) indicates a requirement for funds. 
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Table 2 
Government of Canada 
Detailed statement of budgetary transactions 


October April to October 
1992 1993 1992-93 1993-94 
(in millions of dollars) 
Revenues 
Personal income tax 4,092 4,373 33,062 29,102 
Corporate income tax 545 501 3,33) 3,766 
Unemployment insurance contributions 1,471 1,500 10,705 10,941 
Non-resident tax 88 101 578 673 
Total income tax 6,196 6,475 47,680 44,482 
Excise taxes and duties 
Goods and Services Tax 822 is TAO? 1188 
Customs import duties 253 310 2.261 1,889 
Sales and excise taxes 626 649 4,341 4,074 
Total excise taxes/duties 1,701 L712 13,799 Sei eal | 
Other tax revenue 14 54 120 WES) 
Total tax revenue 7,911 8,241 61,599 58,408 
Non-tax revenue 828 381 3,345 2,813 
Total budgetary revenues 8,739 8,622 64,944 61,221 
Expenditures 
Transfer payments to: 
Persons — 
Elderly benefits 1,605 1,664 11,056 11,508 
Unemployment insurance benefits Bats lk 72 10,319 9,644 
Other Sve) 138 2595 915 
Total O1295 2,974 23,970 22,067 
Other levels of government: 
Established Programs Financing 670 790 4,743 5,468 
Fiscal transfers 822 697 5,967 5,919 
Canada Assistance Plan _ dan 894 4,536 4,840 
Total 2,214 Zot 15,246 16:227 
Other 
Agriculture 88 fig 985 665 
Indian and Inuits 192 228 773 1,995 
Regional development #23 78 396 308 
Science and technology 96 107 510 492 
International assistance 285 2H [e258 1,184 
Other 401 425 2,646 1,997 
Total Be 1,186 7,568 6,641 
Total transfers 6,643 6,541 46,784 44,935 
Payments to Crown corporations 416 392 2,971 2,588 
Operating and capital expenditures 
Defence 957 971 5,463 5,989 
All other departmental expenditures 1,354 612 9,736 10,233 
pees 2,311 2,583 15,199 16,224 
Total program spending 9,370 9.516 64.554 63.747 | 
Public debt charges 3,258 2,983 22,846 22,086 | 


Total budgetary expenditures 12,628 12,499 87,400 85,833 
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Table 3 
Government of Canada 
Non-budgetary transactions 


October April to October 
1992 1993 1992-93 1993-94 


(in millions of dollars) 


Loans, investments, and advances 


Crown corporations -14 63 -368 1,090 
Other 209 -33 -9 -140 
Total 195 30 -377 950 


Specified purpose accounts 


Canada Pension Plan Account 9 -253 — L70 

Superannuation accounts -343 -107 1,246 1,963 

Other 27 -167 -1,468 -1,010 

Total -307 -527 -222 2123 
Other transactions 866 1,167 546 -2 23 
Total non-budgetary transactions 754 670 -53 2,850 
Table 4 


Government of Canada 
Foreign exchange and unmatured debt transactions 


October April to October 
1992 1993 1992-93 1993-94 


(in millions of dollars) 


Foreign exchange transactions 


Net international reserves 15902 -681 6,382 -286 
Unmatured debt transactions payable 
in foreign currencies _ 1,181 -827 3,293 
| Total 502 500 5050 3,007 
_Unmatured debt transactions 
Marketable bonds 2,800 874 12357 12,693 
Canada Savings Bonds -362 -332 -2,362 -2,148 
Treasury bills -1,600 3,850 7,400 e250) 
| Other _ 223 -1 3530 
_ Sub-total 838 5,615 17,394 Dele 
| LESS: 
Government’s holding of 
unmatured debt 78 85 920 973 
Unmatured debt transactions 
payable in foreign currencies - -1,181 827 -3,293 
Sub-total 78 -1,096 LTA -2,320 


' Total unmatured debt transactions 
| payable in Canadian dollars 916 4,519 19,141 18,805 


Monthly Fiscal Monitor 


LL 


Table 5 
Government of Canada 
Cash, unmatured debt and debt balances 


At October 31 
1992 1993 


(in millions of dollars) 


Cash balances 


In Canadian dollars 2,120 2,894 
In foreign currencies 241 36 
Total cash balance 2,961 2,930 


Unmatured debt balance 


Payable in Canadian dollars — 


Marketable bonds 171239 191,158 
Canada Savings Bonds 33,235 3227 
Treasury bills 159,700 169,300 
Other 3,508 3542 
Sub-total 367,682 396,221 
Less: 
Government’s holdings of unmatured debt [29 62 
Total 367900 396,159 
Payable in foreign currencies — 
Marketable bonds POAT 2,858 
Notes and loans 0 0 
Canada bills 0 5,845 
Sub-total 2,007 8,703 
Less: 
Government’s holdings of unmatured debt _- 0") eee 
Total unmatured debt 370,170 404,862 


(continued from page 1) 


¢ Program spending was 1.3 per cent lower in April-October 1993 than in April-October 1992, due to the 
elimination of family allowance payments resulting from the restructuring of the child benefit system, lower 
unemployment insurance benefit payments, and the restraint measures iptroduced in the December 1992 
Economic and Fiscal Statement. Lower spending in these areas was partially offset by increased elderly benefit 
payments, higher transfers to provinces under Established Programs Financing and Canada Assistance Plan and 
increased spending on defence and government operations. 


* Public debt charges declined 3.3 per cent, reflecting the impact of lower interest rates. 


For further information on the contents of this publication, contact Peter DeVries at (613) 996-7397. Subscription inquiries 
should be directed to the Distribution Centre, Department of Finance, 300 Laurier Ave. West, Ottawa, Ont. KIA 0GS. 
Tel.: (613) 995-2855. Fax: (613) 996-0518. Cet imprimé est également offert en francais. 
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The deficit in November 1993 was estimated at $2.0 billion, down $0.6 billion from November 1992. 


¢ Budgetary revenues were down 1.7 per cent, on a year-over-year basis, primarily due to lower GST 
revenues reflecting higher refunds and rebates. 


¢ Program spending was down 5.9 per cent, largely attributable to lower transfers to provinces for 
Established Programs Financing, the restructuring of the child benefit system, and lower unemployment 
insurance benefit payments. 


¢ Public debt charges fell 7.3 per cent, due to the impact of lower interest rates on the costs of servicing 
the national debt. 


In the first eight months of 1993-94 (April to November), the deficit amounted to $26.6 billion, up 
$1.5 billion on a year-over-year basis. 


¢ Budgetary revenues were down 5.2 per cent, reflecting the restructuring of the child benefit system, 
effective January 1993, and the weakness in 1992 taxable income, which resulted in lower taxes 
owing on filing and higher refunds in the first few months of 1993-94. 


(continued on page 4) 
Table | 


Government of Canada 
Summary statement of financial transactions! 


November - April to November 
1097 1993 1992-93 1993-94 


(in millions of dollars) 


Budgetary transactions 


Revenues 10,361 10,180 75,305 71,400 

Program spending -9,799 =9.225 -74,352 -72,970 

Operating balance 562 Oy 953 -1,570 

Public debt charges -3,229 -2,993 -26,075 -25,079 

Deficit -2,667 -2,036 a2 5n122 -26,649 
Non-budgetary transactions =1,054 -1,330 -1,107 a4 
Financial requirements (excluding 

foreign exchange transactions) -3,721 -3,366 -26,229 -25,128 
Foreign exchange transactions 4,530 1,295 10,085 4,302 
Financial requirements 809 -2,071 -16,144 -20,826 
Unmatured debt transactions -501 1,288 18,640 20,092 


Note: Data compiled by the Receiver General for Canada. 
! (+) indicates a source of funds, while (-) indicates a requirement for funds. 
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Table 2 
Government of Canada 
Detailed statement of budgetary transactions 


November April to November 
1992 1993 1992-93 1993-94 
(in millions of dollars) 
Revenues 
Personal income tax 4,731 4,671 37,793 33,774 
Corporate income tax 663 800 ee) 4,567 
Unemployment insurance contributions 1,463 1,427 12,168 12,368 
Non-resident tax Tah 95 689 768 
Total income tax 6,968 6,993 54,647 oN ees A 
Excise taxes and duties 
Goods and Services Tax 1,985 1733 9,182 9,520 
Customs import duties 367 400 202d 23209 
Sales and excise taxes 666 716 5,007 4,790 
Total excise taxes/duties 3,018 2,849 16,816 16,599 
Other tax revenue 14 4 135 184 
Total tax revenue 10,000 9.851 71,598 68,260 
Non-tax revenue 361 329 a1Or 3,140 
Total budgetary revenues 10,361 10,180 F35305 71,400 
Expenditures 
Transfer payments to: 
Persons — 
Elderly benefits 1,605 1,673 12,662 13,090 
Unemployment insurance benefits 1,399 1,314 L719 10,958 
Other 378 (31 29T3 1,046 
Total 3,382 3,119 27,354 25,186 
Other levels of government: 
Established Programs Financing 1,036 891 S19 6,359 
Fiscal transfers 653 682 6,620 6,614 
Canada Assistance Plan TG 805 5.253 5,645 
Total 2,406 RB MES 175652 18,618 
Other 
Agriculture 220 154 “ 1,194 822 
Indians and Inuits 196 195 1,969 2,190 
Regional development ip 76 467 384 
Science and technology ui 46 561 532 
International assistance 158 176 1,416 1,360 
Other -241 Sy) 2.413 2,310 
Total 455 974 8,021 7,605 
Total transfers 6,243 6,471 S027 51,408 
Payments to Crown corporations 369 336 2,940 2,924aae 
Operating and capital expenditures | . . 
Defence 1,556 858 7,019 6,347) | 
All other departmental expenditures 1,632 1,559 11,367 11,79 
D ? | 
Total | 3,188 2,417 18,386 18,638 
ee program spending 9,799 9,223 74,352 72,970 ! 
ublic debt charges 3,229 2,993 26,075 25,079 


Total budgetary expenditures 13,028 12216 100,427 98,049 
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Table 3 
Government of Canada 
Non-budgetary transactions 


November April to November 
19O7 1903 1992-93 1993-94 


(in millions of dollars) 


Loans, investments, and advances 


Crown corporations 136 -519 -232 571 
Other -32 a2 -41 -108 
Total 104 -487 -273 463 


Specified purpose accounts 


Canada Pension Plan Account -259 -846 -259 325 

Superannuation accounts 1,495 1,493 2;741 3,456 

Other 335 126 -1,133 -885 

Total Pod 9) 1,349 2,896 
Other transactions -2,729 -1,616 -2,183 -1,838 
Total non-budgetary transactions -1,054 -1,330 -1,107 L521 
Table 4 


Government of Canada 
Foreign exchange and unmatured debt transactions 


November April to November 
ee, L993 1992-93 1993-94 


(in millions of dollars) 


Foreign exchange transactions 


Net international reserves 4,530 1,962 10,912 1,677 
Unmatured debt transactions payable 
in foreign currencies — -667 =82/ 2,625 
- Total 4,530 1,295 10,085 4,302 
_ Unmatured debt transactions 
Marketable bonds 800 1,092 (3-157 13,784 
Canada Savings Bonds 3,266 934 904 -1,214 
Treasury bills -3,100 -400 4,300 6,850 
Other = 400 -1 3,729 
Sub-total 966 2,026 18,360 23,149 
Less: 
Government’s holding of 
unmatured debt -1,467 =1-405 -547 -432 
Unmatured debt transactions 
payable in foreign currencies - 667 827 -2,625 
Sub-total -1,467 -738 280 -3,057 


Total unmatured debt transactions 
_ payable in Canadian dollars -501 1,288 18,640 20,092 
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Table 5 
Government of Canada 
Cash, unmatured debt and debt balances 


at November 30 
1992 1993 


(in millions of dollars) 


Cash balances 


In Canadian dollars 2,990 2,074 
In foreign currencies 280 B 
Total cash balance 53210 2,147 
Unmatured debt balance 
Payable in Canadian dollars — 
Marketable bonds 172,039 193,058 
Canada Savings Bonds 36,502 33,154 
Treasury bills 156,600 168,900 
Other 3,508 3,800 
Sub-total 368,649 398,912 
LESS: 
Government’s holdings of unmatured debt 15595 1,467 
Total 367,054 397,445 
Payable in foreign currencies — 
Marketable bonds PO) 2,049 
Notes and loans 0 0 
Canada bills 0 5,986 
Sub-total 2,017 8,035 
Less: _ 
Government’s holdings of unmatured debt 0 0 


Total unmatured debt 369,671 405,480 


(continued from page 1) 


* Program spending was 1.9 per cent lower in April-November 1993 than in April-November 1992, due 
to the elimination of family allowance payments resulting from the restructuring of the child benefit 
system, lower unemployment insurance benefit payments, and the restraint measures introduced in the 
December 1992 Economic and Fiscal Statement. Lower spending in these areas was partially offset by 
increased elderly benefit payments, higher transfers to provinces under Established Programs Financing 
and Canada Assistance Plan and increased spending on government operations. 


° Public debt charges declined 3.8 per cent in the first eight months, reflecting the impact of lower 
interest rates. 


For further information on the contents of this publication, contact Peter DeVries at (613) 996-7397. Subscription inquiries a 
should be directed to the Distribution Centre, Department of Finance, 300 Laurier Ave. West, Ottawa, Ont. KIA0GS. 
Tel.: (613) 995-2855. Fax: (613) 996-0518. Cet imprimé est également offert en francais. _ | 
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Highlights of the financial results for February 1994 


The deficit in February 1994 was estimated at $2.4 billion, down $0.7 billion from February 1993. 


The year-over-year improvement in the deficit was primarily attributable to public debt charges. They fell 
by 21.0 per cent, due to the impact of lower interest rates and net gains resulting from the reopening of 
certain marketable bonds. 


Budgetary revenues declined by 1.5 per cent in February 1994, primarily due to a 23.8 per cent year-over- 
year decline in personal income tax collections. As noted in the 1994 budget, part of the expected decline in 
personal income tax collections for 1993-94 was attributable to an extraordinary recovery of overpayments 
from the Provincial Tax Collection Account in 1992-93, which occurred in February 1993 and is not 
expected to be repeated in 1993-94. 


The overall decline in revenues would have been larger had it not been for delays in the receipt of sales and 
excise tax revenues in February 1993 due to changes in the remittance procedures in that month. Revenues 
normally received in February were remitted in March 1993 instead. Traditional remittance procedures were 
followed in February 1994, thereby accounting for the large year-over-year increase in sales and excise tax 
collections. This will have no effect on the final fiscal year results. 


Program spending was down 1.9 per cent, largely attributable to lower unemployment insurance benefit 
payments and lower transfers to provinces. 


In the first eleven months of 1993-94 (April 1993 to February 1994), the deficit amounted to $33.5 billion, 
_ $1.0 billion lower than in the same period last year. 


Budgetary revenues were down 3.1 per cent, primarily reflecting the impact of the restructuring of the child 
benefit system and the resulting netting of the Child Tax Benefit from personal income tax collections. 


Program spending declined by 2.5 per cent, due largely to the restructuring of the child benefit system and 
lower unemployment insurance benefit payments. 


Public debt charges declined by 4.7 per cent, reflecting the impact of lower interest rates and net gains 
realized on the reopening of certain marketable bonds. 


The financial results to date are somewhat better than anticipated. However, given uncertainties as to year-end 
accounting adjustments, it is still too early to assess what impact this will have on the full year fiscal results. 
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Table | 
Government of Canada 
Summary statement of financial transactions! 


February April to February 


1993 1994 1992-93 1993-94 
(in millions of dollars) 


Budgetary transactions 


Revenues 9.327 9,186 105,084 101,837 

Program spending =9,077, -8,900 103,574 — __-101,020_ 

Operating balance 250 286 1,510 817 

Public debt charges -3,355 -2,649 -36,036 -34,336 

Deficit -3,105 -2,363 -34,526 33,519 
Non-budgetary transactions 560 i253 604 4,427 
Financial requirements (excluding 

foreign exchange transactions) -2,545 -1,110 -33,922 -29,092 
Foreign exchange transactions 2,477 1,611 12,073 2,289 
Financial requirements -68 501 -21,849 -26,803 
Unmatured debt transactions 421 580 22,495 25,604 


Note: Data compiled by the Receiver General of Canada. 
! (+) indicates a source of funds, while (-) indicates a requirement for funds. 


Table 2 
Government of Canada 
Detailed statement of budgetary transactions — expenditures 


February April to February 
1993 1994 1992-93 1993-94 
(in millions of dollars) 
Expenditures 
Transfer payments to: 
Persons — 
Elderly benefits 1,611 1,682 17,486 Ls22 
Unemployment insurance benefits 1,764 Boos 16,997 15,689 
Other 148 140 5.022 1,441 
Total 3,523 3,417 38,105 35,342 
Other levels of government: 
Established Programs Financing 914 759 pehoyall 8,638 
Fiscal transfers 720 642 8,752 8,517 
Canada Assistance Plan 292 327 6,391 6,764 
Total 1,926 1,728 23,664 23,919 
Other ; 
Agriculture 78 85 1,466 1,414 
Indian and Inuits 145 14] 2,441 Dl i 
Regional development 80 71 696 =A 
Science and technology 122 143 857 699 
International assistance 210 173 2,024 1,859 
Other 264 374 4,275 4,452 
Total 899 987 11,759 11,656 7| 
Total transfers 6,348 6,132 73,528 LOO) 
Payments to Crown corporations 323 295 4,218 4,123 
Operating and capital expenditures 
Defence 919 876 9,365 9,367 
All other departmental expenditures 1,487 1,597 16,463 16,613 © 
Total 2,406 2,473 25,828 25,980 
Total program spending 9,077 8,900 103,574 101,020 | 
Public debt charges 3355 2,649 36,036 34,336 . 


Total budgetary expenditures 


11,549 39,610 135,356) 
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Table 3 
Government of Canada 


Detailed statement of budgetary transactions — revenues 


February April to February 
1993 1994 1992-93 1993-94 
(in millions of dollars) 
Revenues 
Personal income tax 4,913 3,742 54,282 48,794 
Corporate income tax 819 1,091 6,187 Te321 
Unemployment insurance contributions 1,499 L3)3)5) 16,213 16,760 
Non-resident tax 98 118 1,106 1,164 
Total income tax 7,329 6,506 77,788 74,039 
Excise taxes and duties 
Goods and Services Tax 1,185 1,668 1225.6 IAS 
Customs import duties 90 Bile) 3,233 3,174 
Sales and excise taxes 315 : 559 6,701 6,538 
Total excise taxes/duties 1,790 2,546 22,190 23,169 
Other tax revenue 11 1) 197 234 
Total tax revenue 9,130 9,064 100,175 97,442 
Non-tax revenue 197 ee 4,909 4,395 
Total budgetary revenues Seva 9,186 105,084 Fe eee 101,837 
Table 4 
Government of Canada 
Non-budgetary transactions 
February April to February 
1993 1994 1992-93 1993-94 
(in millions of dollars) 
_ Loans, investments, and advances 
Crown corporations 111 12 -1,308 O35 
Other -54 . - -11 has -105 
Total 102 -42 -1,319 426 
_ Specified purpose accounts 
Canada Pension Plan Account 167 119 -719 -475 
Superannuation accounts -251 -119 4,940 ode 
Other lad -520° -939 signs -188 
Total -1,531 -520 3,282 4,709 
| Other transactions 1,989 1,815 -1,359 -708 
_ Total non-budgetary transactions S000 1,253 100TS a eT 
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Table 5 
Government of Canada 
Foreign exchange and unmatured debt transactions 
February April to February 
1993 1994 1992-93 1993-94 


(in millions of dollars) 


Foreign exchange transactions 


Net international reserves 2,204 3,013 10,720 865 
Unmatured debt transactions payable 
in foreign currencies Pee ee es | -1,402 _ 1,353 1,424 
Total 2,477 Ou 12075 2,289 
Unmatured debt transactions 
Marketable bonds 650 15522 17,056 22.516 
Canada Savings Bonds -674 -574 -823 -2,610 
Treasury bills 300 -500 5,650 4,950 
Other ag fe) -1,402 _ 2,178 2226 
Sub-total 549 -954 24,061 27,142 
[ess: 
Government’s holding of unmatured debt 145 132 -213 -114 
Unmatured debt transactions payable 
in foreign currencies -273 1,402 -1,353 -1,424 
Sub-total -128 1,534 -1,566 -1,538 
Total unmatured debt transactions payable ne 
in Canadian dollars Se eh Soe ; 421 a 580 22,495 25,604 
Table 6 


Government of Canada 
Cash, unmatured debt and debt balances 


at February 28 


1993 1994 


(in millions of dollars) 
Cash balances at end of period 


In Canadian dollars 1,139 1,468 
In foreign currencies 282 ZAS 
Total cash balance 1,421 “oe oa 1,683 


Unmatured debt balance 
Payable in Canadian dollars — 


Marketable bonds 175,939 201,850 
Canada Savings Bonds Bvt WS 31,759 
Treasury bills 157,950 167,000 
Other 3,507 3,498 
Sub-total 572A 404,107 
Less: 
Government’s holdings of unmatured debt 1 ayeyal Pig 
Total 370,937 402,935 
Payable in foreign currencies — 
Marketable bonds 201] 2,049 
Notes and loans 0 “2 
Canada bills 2.180 4,784 
Sub-total 4707. ~ . 0) Sen 9 Gece 
Less: 
Government’s holdings of unmatured debt 0 0 
Total unmatured debt 375,734 409,768 
ave Department of Finance Ministére des nantes For further information contact: P. DeVries at 996-7397. 
Canada Canada Cet imprimé est également offert en frangais. 
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Highlights of financial results for April 1993 to December 1993 


* The deficit in December 1993 was $0.3 billion lower than in December 1992. 


¢ The deficit in the first nine months of fiscal year 1993-94 (April to December) was $1.3 billion higher 
_ than that recorded in the corresponding period of 1992-93. 


Summary 


In the first nine months of fiscal year 1993-94 
(April to December), the budgetary deficit was 
$28.8 billion, $1.3 billion higher than that 
recorded in the corresponding period of 1992-93. 
Budgetary revenues were 4.5 per cent lower in 
the current fiscal year compared to the same 
period last year, while program spending declined 
by 2.2 per cent. The year-over-year declines in 
both budgetary revenues and program spending 
were largely attributable to the transitional costs 
associated with the restructuring of the child 
benefit system, which came into effect January 
1993. Excluding the impact of the restructuring 
of the child tax benefit system, the deficit in the 
first nine months of 1993-94 would have been 
virtually unchanged on a year-over-year basis. 


The deficit outcome for the year as a whole 
is expected to be between $44 billion and 
_ $46 billion compared to a deficit of $40.5 billion 
in 1992-93. The main factors pushing the 
_ deficit higher over the remaining months of 
1993-94 are: 


* faster processing of 1993 personal income tax 
refunds will result in an additional $1.2 billion 
of refunds being processed in the February and 
March 1994 period; 


¢ higher corporate income tax refund liabilities 


due to the Supreme Court’s decision not to hear 
the government’s appeal of certain income tax 
issues dealing with the taxation of resource 
allowances; and 


The federal deficit 
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Table 1 
Summary statement of transactions 


December April to December 


1992 1993 1992-93 1993-94 


(millions of dollars) 


A. Budgetary transactions 


Revenues 11,598 ESE 86,903 82,977 
Program spending -10,730 -10,223 -85,082 -83,193 
Operating surplus 868 1,354 1,821 -216 
Public debt charges -3,267 -3,476 -29,342 -28,555 
Deficit -2,399 2a Zz =21,521 -28,771 
B. Non-budgetary transactions -1,526 -223 -2,633 1,298 
C. Financial requirements (excluding 
foreign exchange transactions) -3,925 -2,345 -30,154 -27,473 
D. Foreign exchange transactions: 
net source (+) / requirement (-) 221 1,425 10,306 p27! 
E. Total financial requirements -3,704 -920 -19,848 -21,746 


F. Unmatured debt transactions Doi 1,760 20,951 215852 


* increased liabilities under the Stabilization 


program for provincial revenue shortfalls in Budgetary revenues 
previous fiscal years. 1992-93 and 1993-94 
‘ . April to December 
The net impact of these factors alone is to push Year-over-year growth 


the 1993-94 deficit about $3 billion above the cron nena 
final 1992-93 deficit figure of $40.5 billion. This, oo Oe 
combined with the higher deficit results to date, [_] 1993-94 
will put the deficit for 1993-94 in the range stated 15 : 

by the Minister of Finance last November. 


Budgetary revenues 


During the first nine months of 1993-94, budgetary 
revenues declined by $3.9 billion or 4.5 per cent 
on a year-over-year basis. This decline was 
primarily attributable to developments affecting 
personal income tax collections, which were down 
$4.5 billion on a year-over-year basis. Part of the 
decline in budgetary revenues to date was due to 
the introduction of the Child Tax Benefit, which 

is netted from personal income tax collections. 


Total Personal Corporate Other 
income tax income 


Payments of $3.9 billion were made under this oe 
program in the first nine months of 1993-94, 
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Table 2 
Budgetary revenues: April to December 


A. Income taxes 

1. Personal income tax 

2. Corporate income tax 

3. Unemployment insurance contributions 
4. Non-resident tax 
5 


. Total income tax 


B. Excise taxes and duties 
1. Goods and Services Tax 
2. Customs import duties 
3. Sales and excise taxes 


4. Total excise taxes and duties 


C. Other 
1. Other tax revenue 
2. Non-tax revenue 


3. Other revenues 


D. Total budgetary revenues 


Per cent 
1992-93 1993-94 change 
(millions of dollars) (%) 

44,381 39,878 -10.1 
A1D2 5,254 10.6 
13,509 13,756 1.8 
812 851 4.8 
63,454 59,739 -5.9 
10,733 Tie 1S6 3.9 
2,966 2,602 SO) 
5,621 3355 -4.7 
19,320 19,113 -1.1 
157 201 28.0 
3,972 3,924 -1.2 
4,129 4,125 0.1 
86,903 82,977 -4.5 


In addition, refunds and taxes paid on filing 
pertaining to taxation year 1992 dampened net 
personal income tax collections in early 1993-94. 


In contrast, corporate income tax collections 
increased 10.6 per cent in the first nine months 


of 1993-94, compared to the same period last year. 


Most of this increase, however, was attributable 
to abnormally high refunds in 1992-93. Although 
corporate profits were up significantly in 1993, 
corporate income tax collections are expected to 
increase more slowly than profits as corporations 
use losses incurred in previous years to reduce 
taxes otherwise payable. 


_ Total excise taxes and duties declined by 


1.1 per cent, with significant differences among 


_ the various components. Collections under the 


Goods and Services Taxes (GST) were up by 


_ 3.9 per cent, on a year-over-year basis. In contrast, 


customs import duties were down 12.3 per cent, 


_ in part reflecting reductions in tariffs under the 
_ Canada-United States Free Trade Agreement. 


Sales and excise taxes were down 4.1 per cent, 
primarily due to reduced domestic tax-paid sales 
of tobacco products. 


Budgetary expenditures 


In the first nine months of 1993-94, total budgetary 
expenditures declined by 2.3 per cent ona 
year-over-year basis. Public debt charges, the 
largest single component of budgetary expenditures, 
were 2.7 per cent lower. The decline in public 

debt charges reflects the impact of the declines in 
interest rates, especially short-term rates. 


Program spending declined by 2.2 per cent in the 
first nine months of 1993-94, compared to the 
same period in 1992-93. As noted earlier, this 
decline reflects the replacement of the monthly 
family allowance benefit payments with the child 
tax benefit. Adjusting the results for the impact of 
the elimination of the family allowance benefits, 
program spending, in the first nine months, would 
have been 0.3 per cent up from the same period 
last year. 


Among the major components of program 
spending, transfers to persons decline by 

8.1 per cent, attributable to both the replacement 
of family allowance benefit payments by the child 
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tax benefit and lower unemployment insurance 
benefit payments. The year-over-year decline in 
unemployment insurance benefit payments reflects 
a decline in the number of persons eligible for 
unemployment insurance benefits and the impact 
of the December 1992 Economic and Fiscal 
Statement measures. The latter reduced the 
benefit rate for new beneficiaries from 60 per cent 
to 57 per cent of maximum insurable earnings, 
effective April 1993, and excluded those who 

quit their jobs without just cause. Elderly benefit 
payments were higher, reflecting increases in 
average benefits, which are indexed to quarterly 
changes in the consumer price index, and the 
eligible population. 


Budgetary expenditures 
1992-93 and 1993-94 


April to December 
Year-over-year growth 


per cent change 
8 [RM 1992-93 


[__] 1993-94 


Total Public debt Program 
charges spending 


Transfers to other levels of government were up 
3.7 per cent in the first nine months of 1993-94, 
compared to the same period last year. Slow 
growth in the applicable tax bases has resulted 
in higher cash payments under Established 
Programs Financing (EPF). Fiscal transfers 
include Equalization, transfers to the territorial 
governments, grants to municipal governments 
in lieu of taxes, transfers under the Public 
Utilities Income Tax Transfer Act and payments 
under the Stabilization and statutory programs. 
The year-over-year decline in this component is 
due to lower equalization transfers, given the 
weakness in income growth in the non-equalization 
receiving provinces. 


Other transfer payments declined by 1.7 per cent 
on a year-over-year basis. This decline reflects 
lower grants and contributions under a number 
of programs, including international assistance, 
agriculture, and regional development. The 
impact of these declines was dampened by 
higher payments under the various Indian and 
Inuit programs and for East Coast fisheries 
assistance and adjustment. 


Payments to non-enterprise Crown corporations 
were also lower, while defence spending 
increased, primarily due to the timing of capital 
payments. 


The operating and capital expenditures of other 
government departments were up by 0.5 per cent 
on year-over-year basis, in large part due to | 
the costs associated with administering the 
national election. 
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Table 3 
Budgetary expenditures: April to December 
Per cent 
1992-93 1993-94 change 
(millions of dollars) (%) 
A. Transfer payments to: 
1. Persons: 
Elderly benefits 14,263 14,852 4.1 
Unemployment insurance benefits 13,375 12,450 -6.9 
Family allowances 2,182 33 -98.5 
Veterans’ pensions/allowances 1,084 1,071 -1.2 
Other RU Bt eee roa -7.1 
Total 30,988 28,484 -8.1 
2. Other levels of government 
Established Programs Financing 6,693 TEES 6.3 
Fiscal transfers Te Satih 7,230 -1.1 
Canada Assistance Plan 5,741 6,135 6.9 
Total 19,745 20,483 3a, 
3. Other 
Agricultural subsidies 1329 1225 -7.8 
Indian and Inuit programs 2,174 2,417 11.2 
Regional development See 450 -19.5 
Science and technology 677 668 -1.3 
International assistance 1,615 1,501 -7.1 
Other SA L67, 3,101 -2.1 
Total 9521 9,362 al 
4. Total transfers 60,254 58,329 -3.2 
B. Payments to Crown corporations 
1. Canadian Broadcasting Corporation O13 866 -5.1 
2. Canada Mortgage and Housing Corporation 1,414 1,370 -3.1 
3. Other 1,161 ke: -3.7 
4. Total 3,488 3,354 -3.7 
C. Operating and capital expenditures 
de) Defence 7,739 7,841 les 
2. All other departmental expenditures 13,601 13,669 0.5 
| 3. Total 21,340 21,510 0.8 
D. Total program expenditures 85,082 83,193 -2.2 
E. Public debt charges 29,342 23.5) -2.7 


*. Total budgetary expenditures 114,424 111,748 -2.3 


Quarterly Fiscal Monitor 


Table 4 
Non-budgetary transactions: April to December 


1992-93 1993-94 


(millions of dollars) 


Loans, investments, and advances 


Crown corporations -1,635 353 
Other -17 -104 
Total -1,652 449 
Specified purpose accounts 
Canada Pension Plan Account -463 Zn 
Superannuation accounts 4,307 4,872 
Other -58 -104 
Total 3,786 4,790 
Other transactions -4,767 -3,941 
Total non-budgetary transactions -2,633 1,298 
Financial requirements requirement of $2.6 billion recorded in the 
corresponding period of 1992-93. This turnaround 
Non-budgetary transactions in the first nine months primarily reflects the repayment of loans by 
of 1993-94 resulted in a net source of funds Crown corporations. 


amounting to $1.3 billion, compared to a 


Table 5 
Foreign exchange and unmatured debt transactions: April to December 


1992-93 1993-94 


(millions of dollars) 


Foreign exchange transactions 
Net international reserves iHtelss 2,500 
Unmatured debt transactions 


payable in foreign currencies -827 3,227 
Total 10,306 Pad 
Unmatured debt transactions 

Marketable bonds 13,208 19,054 
Canada Savings Bonds 284 -1,746 
Treasury bills 7150 3,850 
Other -2 4,288 @ 
Sub-total 20,640 25,446 
Less: 
Government’s holding of unmatured debt -516 -367 
Unmatured debt transactions payable 

in foreign currency 827 3,220 
Sub-total 311 -3,594 


Total unmatured debt transactions 
payable in Canadian dollars 20,951 21.852 


——————— 
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Table 6 
Cash, unmatured debt and debt balances: at December 31 


1992 1993 


(millions of dollars) 


Cash balances at end of period 


In Canadian dollars 1,601 2,923 
In foreign currencies 276 64 
Total cash balance LSa7 2,987 


Unmatured debt balance 


Payable in Canadian dollars — 


Marketable bonds 172,089 198,327 
Canada Savings Bonds 35,881 32-025 
Treasury bills 159,450 165,900 
Other 3,507 3,758 
Sub-total 370,927 400,608 
Less: 
Government’s holdings of unmatured debt 1,564 1,402 
Total 369,363 399,206 
Payable in foreign currencies — 
Marketable bonds 2,617 2,049 
Notes and loans 0 0 
Canada bills 0 6,590 
Sub-total 2,617 8,639 
Less: 
Government’s holdings of unmatured debt 0 0 
Total unmatured debt 371,980 407,845 
As a result, financial requirements, excluding exchange transactions, were $21.7 billion for 
foreign exchange transactions, amounted to the first nine months of 1993-94, up $1.9 billion 
$27.5 billion in the first nine months of 1993-94, from the same period last year. 
down $2.7 billion from the level recorded in the 
_ first nine months of 1992-93. Unmatured debt transactions to the end of 
December 1993 amounted to $21.9 billion, 
The net source of funds from foreign up $0.9 billion from that borrowed last year. 
exchange transactions was down $4.6 billion Cash balances, as of December 31, 1993, 
in the first nine months of 1993-94. As a result, stood at $3.0 billion, up $1.1 billion from 


_ total financial requirements, including foreign December 31, 1992. 
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Table 7 
Debt Servicing and Reduction Account 


April to December 
1991-92 1992-93 1993-94 


A. Gross GST collected 
Less: 
Input tax credit 
Rebates 
GST paid by federal departments 
Quarterly low-income tax credit 


Net GST 
B. GST penalties and interest received 
C. Gains from wind-up of interest in 
Crown corporations/disposal of 
shares in Crown corporations 


D. Gifts to the Crown 


E. Proceeds to the Crown 


(millions of dollars) 


29,564 30,516 23,360 
10,068 10,702 8,557 
1,262 1,436 927 
804 1,006 705 
2,262 2,503 2,015 
15,168 14,868 11,156 
19 fil 
2 110 
0.4 0.1 0.1 
15,190 15,050 11,156 


Figures for 1991-92 and 1992-93 are from the Public Accounts of Canada — 1992-93. 


Figures may not add due to rounding. 


The Debt Servicing and 
Reduction Account 


In June 1992, legislation to establish the Debt 
Servicing and Reduction Account received 

Royal Assent. As a result, effective April 1, 1991, 
all Goods and Services Tax revenue net of the 
applicable input tax credits, rebates, and the 


low-income credit, along with the net proceeds 
from the sale of Crown corporations and gifts 
to the Crown identified for debt reduction must 
go directly to the Debt Servicing and Reduction 
Account by law. The funds in this Account can 
only be used to pay the cost of servicing the 
public debt and ultimately to reduce the debt. 
The Account is audited on an annual basis by 
the Auditor’General of Canada. 


The information in this Monitor is based on preliminary financial results for the quarter ended December 31, 1993. 
For further information contact: P. DeVries at 996-7397. Cet imprimé est également offert en francais. 
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¢ The budget deficit estimate for 
1993-94 of between $44 to $46 billion 
was based on very prudent assumptions 
concerning revenue growth and 
spending in the last quarter of 
the fiscal year. 


e The assumption was that revenues in 
the last quarter of 1993-94 would be 
relatively unchanged from that 
witnessed in the third quarter of the 
fiscal year. 


¢ Economic data released since the 
February 1994 budget suggest that, 
in the final quarter of fiscal year 
1993-94, the major revenue bases 
grew at a faster pace while the number 
of unemployment beneficiaries fell 
more than assumed in the budget. As a 
result, revenues are somewhat higher 
and public debt charges and certain 
components of program spending 
lower than forecast in the budget. 


¢ The deficit in March 1994 was 
$0.3 billion lower than in March 1993. 
As aresult, for the period April 1993 
to March 1994, the deficit was 
$35.4 billion, down $1.3 billion from 
the same period in 1992-93. 


i+l 


Canada 


¢ These are not the final results for fiscal 


year 1993-94. Still to come are the 
end-of-year accounting adjustments, 
including the special factors identified 
in the February 1994 budget. 


Based on the results to date and 
expected supplementary period 
adjustments, the deficit for 1993-94 
is now expected to be at the bottom 
end of the budget range of $44 to 
$46 billion and could come in lower. 
Final audited deficit results will be 
available in late summer. 


To the degree that the stronger 
revenue growth and lower program 
spending carries forward into the 
1994-95 fiscal year, there will be a 
greater assurance that the 1994-95 
deficit target will be met. This, 
coupled with the fact that the deficit 
target for 1994-95 was based on 
prudent planning assumptions 
including increased reserves for 
contingencies, should provide 
sufficient flexibility to meet the 
1994-95 deficit target, despite the 
recent rise in interest rates. 
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Table | 
Summary statement of transactions 


March April to March 
1993 1994 1992-93 1993-94 


(millions of dollars) 


Budgetary transactions 


Revenues 13,574 PsPxe) 118,657 114,194 
Program spending -12,566 11,2337 -116,140 = bi 255 
Operating surplus 1,008 isi23 Zo 1,941 
Public debt charges -3,183 -3,018 -39,219 -37,354 
Deficit “275 -1,895 -36,702 -35,413 
Non-budgetary transactions 2,046 1236 2,650 5,663 
Financial requirements (excluding 
foreign exchange transactions) -129 -659 -34,052 -29,750 
Foreign exchange transactions: 
net source (+) / requirement (-) -4,372 826 F102 Bll 
Total financial requirements -4,501 167 -26,350 -26,635 
Unmatured debt transactions 6.312 ao 28,807 pisos yi) 
Deficit down in March 1994 — lower non-tax revenues, due to lower 
Exchange Fund Account earnings and 
The deficit in March 1994 was estimated at Bank of Canada profits; 


$1.9 billion, $0.3 billion lower than in March 1993. 


— lower sales and excise tax revenues, due 
¢ The improvement reflects large transfers to ee : 


provinces ($1.3 billion) in March 1993 for pub uesese Ua saei tt uleos iu se ete 
underpayments in ptevious fiscal years, which depressed collections in February 
which were not repeated in March 1994 1993 but overstated them in March 1993. 


Excluding the impact of these payments, Traditional remittance procedures were 


the deficit would have been up $1.0 billion perleca ese eee NE 
in Marci 004) year-over-year collections in February 


1994, with corresponding lower 


— Budgetary revenues were down collections in March 1994; and, 


$1.2 billion, ona year-over-year basis, or 


9.0 per cent. This overall decline reflects ~ higher corporate income tax collections 


iitcombinationot which were up $0.5 billion, or 27.6 per 
cent from March 1993. March is the tax 
— faster processing of personal income tax settlement period for most large 
returns, which resulted in an additional corporations and the increase in the 
$1.8 billion of personal income tax current month reflects the increase in 


refunds being processed in March 1994: corporate profits during 1993. 
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¢ Program spending (total spending less 
public debt charges) was down $1.3 billion 
(10.6 per cent) in March 1994 over March 
1993, largely because of the prior-year 
payments to provinces under Established 
Programs Financing. 


_ © Public debt charges were $0.2 billion 


(5.2 per cent) lower in March 1994 than in 
March 1993, primarily reflecting the impact 
of lower interest rates on Treasury bills. 


Deficit declines in April 1993 


to March 1994 period 


Over the period April 1993 to March 1994, the 


deficit was estimated at $35.4 billion. These 
results are not the final deficit results for fiscal 
year 1993-94. Still to be determined are the 
standard accounting adjustments recorded in 


the “supplementary period”. Consistent with 


government accounting principles, these 
“supplementary period” adjustments reflect 
the recording of the costs of goods and services 
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provided to the government prior to the end of 
March, as well as liabilities incurred during 
1993-94, for which no payment has yet been 
made. Adjustments are also made to budgetary 
revenues, primarily to reflect cash-in-transit at 
year end. 


Outcome for 1993-94 expected 
to be at bottom end or lower 
than budget forecast range 


The year-to-date deficit results are $1.3 billion 
lower than in the same period in 1992-93. The 
February 1994 budget estimated the deficit for 
the year as a whole at between $44 and $46 
billion. A mid-point of $45 billion, plus 
restructuring costs of $0.7 billion, was used for 
presentational purposes. 


Over the last four fiscal years, the “supplementary 
period” adjustments have averaged $4.1 billion. 
However, as the February 1994 budget indicated, 
a number of special developments during the 
course of 1993-94 will result in a higher 
“supplementary period” adjustment this year. 
These include: 


¢ higher liabilities for Stabilization claims by 
provinces experiencing year-to-year 
declines in revenues in previous years 
($1.2 billion); 


e restructuring costs associated with defence 
downsizing and potential costs for the 
cancellation of the helicopter contract 
($0.7 billion); and, 


¢ liabilities concerning the taxation of resource 
allowances ($0.5 billion). 


Although the magnitude of the “supplementary 
period” adjustments is still uncertain, it is 
expected that the deficit outcome will be at the 
lower end of the range estimated in the 
February 1994 budget, and possibly below it. 
Final results will be published in the Annual 
Financial Report, scheduled for release in 
late summer. 
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The February 1994 budget deficit forecasts were 
based on prudent planning assumptions. This 
was done in response to pre-budget advice by 
private sector economists and others. 


Since the budget, economic indicators have been 
encouraging. Strong employment gains were 
recorded in February 1994 and March 1994, 
with most of the increase in full-time jobs, 
which should boost incomes. As well, the 
number of unemployment isurance beneficiaries 
was down considerably in the first quarter of 
1994 from year earlier levels. Retail sales were 
up in both January and February, while 
corporate profits, in the first quarter of 1994, 
reached levels not seen since before the 1990- 
1991 recession. 


The improvement in the economic indicators 1s 
reflected in the fiscal results for both February 
1994 and March 1994. There was: 


e stronger growth in the major revenue 
components in the final quarter of 1993-94; 


¢ lower unemployment insurance benefit 
payments. There also were: 


° lower public debt charges. 


It is still too early to assess the impact of these 
results on the fiscal outlook for 1994-95. 
However, the preliminary results for 1993-94 are 
encouraging and provide increased assurance 
that the deficit target for 1994-95 will be met, 
despite the recent increases in interest rates. 


Financial requirements 
lower in 1993-94 


Financial requirements are unaffected by the 
“supplementary period” adjustments. 
Preliminary financial requirements, excluding 
foreign exchange transactions, amounted to 
$29.7 billion for 1993-94, $4.3 billion lower that 
the 1992-93 requirements. The 1993-94 
requirements are $4.0 billion below the February 


1994 budget estimate. Although there is not a 
one-to-one relationship between financial 
requirements and the deficit, these results also 
suggest that the deficit outcome for 1993-94 
could be better than estimated in the 1994 
budget. 


Budgetary revenues down 


On a year-over-year basis, budgetary revenues over 
the April 1993 to March 1994 period declined by 
$4.5 billion (3.8 per cent). Most of this decline 

was attributable to lower personal income tax 
collections — down $6.4 billion — which primarily 
reflect one-time structural factors and 
developments related to previous fiscal years. 
These include: 


¢ the introduction of the Child Tax Benefit 
in January 1993, which is netted from 


personal income tax collections 
(-$3.9 billion); 


Budgetary revenues 
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¢ higher refunds and lower taxes paid on 
filing pertaining to taxation year 1992, 
which dampened collections in early 
1993-94 (-$2.8 billion); 


¢ faster processing of personal income tax 
refunds in March 1994 (-$1.8 billion). This 
is above the February 1994 budget estimate 
of $1.2 billion; and, 


¢ extraordinary Provincial Tax Collection 
Account recoveries in February 1993, due to 


overpayments with respect to taxation year 
1991 (-$1.0 billion). 


¢ Excluding these one-time factors, personal 
income tax collections increased on a 
year-over-year basis. 


Non-tax revenues were also lower, down 


$1.1 billion, due largely to reduced Exchange 


Table 2 
Budgetary revenues 


Fund Account earnings and Bank of 
Canada profits. 


Corporate income tax collections were up 

$1.6 billion, or 20.3 per cent. This increase 
reflects both abnormally high refunds in 1992-93 
and increased corporate profits in 1993. 


Total excise taxes and duties were up 2.7 per cent, 
with significant differences among the various 
components. 


¢ Collections under the Goods and Services 
Tax (GST) were up 7.5 per cent, on a 
year-over-year basis. 


¢ In contrast, customs import duties were 
down 6.2 per cent, in part reflecting 
reductions in tariffs under the Canada- 
United States Free Trade Agreement. 


| 
| 
) 
| 
| 
| 
| 


March April to March 
Percent 
1994 1992-93 1993-94 change 
(millions of dollars) % 
Income taxes 
Personal income tax B38 2,605 SOS 51,400 -11.1 
Corporate income tax 1,649 2,104 Tks 9,425 203 
Unemployment insurance contributions 1,508 1562 i gia 18,322 3.4 
Non-resident tax 719 96 1,185 1,260 6.3 
Total income tax 6,749 6,367 84,538 80,407 -4.9 
Excise taxes and duties 
_ Goods and Services Tax Les 1,626 14,033 15,083 Te 
Customs import duties 469 298 S02 3,472 -6.2 
Sales and excise taxes 543 566 TSS) 7,103 =2.6 
Total excise taxes and duties 2,789 2,490 24,980 25,658 Mot 
Other 
Other tax revenue 33 Sy D9 291 26.0 
Non-tax revenue 4,003 3,442 8,908 7,838 =1220 
Total other revenues 4,036 3,499 9,139 8,129 =1ih. I 
Total budgetary revenues 13,574 12,356 118,657 114,194 -3.8 


| 
| 
| 
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¢ Sales and excise taxes were down 2.6 per cent, Economic and Fiscal Statement measures. 
primarily due to reduced domestic tax-paid These reduced the benefit rate for new 
sales of tobacco products. Given the collection beneficiaries from 60 per cent to 57 per cent 
lags, it is still too early to assess the impact on of maximum insurable earnings, effective 
excise tax collections of the reductions in the April 1993, and excluded those who quit their 
excise tax on tobacco products announced on jobs without just cause ($1.5 billion). 


February 8, 1994. . 
Among the other components of program spending: 


¢ elderly benefit payments were up 
$0.8 billion, primarily reflecting increases 
in the eligible population; 


Budgetary expenditures lower 


In the April 1993 to March 1994 period, total 
budgetary expenditures declined by 3.7 per cent 
on a year-over-year basis. Public debt charges, 
the largest single component of budgetary 
expenditures, were 4.8 per cent lower. 


¢ Canada Assistance Plan transfers, were up 
$0.4 billion; 


¢ aboriginal funding, was up $0.3 billion; 


¢ The decline in public debt charges reflects while, 
the impact of lower interest rates and net 
gains resulting from the reopening of * spending on defence, payments to Crown 
certain marketable bonds. corporations, and all other departmental 


expenditures were generally unchanged. 
Program spending declined by $3.9 billion 


(3.3 per cent) in the April 1993 to March 1994 


period, compared to the same period 1n 1992-93. : 
Budgetary expenditures 


This decline reflects a number of factors: 1992-93 and 1993-94 
¢ the replacement of the monthly family April to March 
s : Year-over-year growth 
allowance benefit, which was part of 
program spending, with the child tax palsah Beals 
benefit, which is netted from personal ; 
income tax collections (-$2.2 billion 
reduction in program spending); : HM 1992-93 


[__] 1993-94 


° lower transfer payments to provinces under 
Established Programs Financing. This is 
due to the impact of large payments in 
March 1993, in part relating to census 
population adjustments with respect to 
previous fiscal years, and the ongoing 
impact of restraint measures announced in 
previous budgets (-$1.4 billion); and, 


* lower unemployment insurance benefits, 
reflecting a decline in the number of persons ee Buble ice ° 
ota ubDlic ae rogram 


eligible for unemployment insurance benefits charges spending 
and the impact of the December 1992 
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Table 3 
Budgetary expenditures 
March April to March 
Per cent 
1Oos 1994 1992-93 1993-94 change 
(millions of dollars) % 
Transfer payments to: 
Persons: 
Elderly benefits 1 BXsy! Bs) 1,683 19,101 19,895 4.2 
Unemployment insurance benefits 2,005 io 19,002 17,469 -8.1 
Family allowances 3 :: hes es) 43 -98.0 
Veterans’ pensions/allowances 120 124 1,450 1,433 -1.2 
Total 3,743 3,559 41,747 38,840 -7.0 
Other levels of government 
Established Programs Financing 2,0/3 972 11,194 9,810 -14.1 
Fiscal transfers 1,147 1,164 9,900 9,671 -2.3 
Canada Assistance Plan 299 358 6,690 Tes 65 
Total 4,119 2,484 27,784 26,604 -5.0 
Other 
Agricultural subsidies 189 84 1,844 1,368 -25.8 
Indian and Inuit Programs 146 | ave 2,587 2,868 10.9 
Regional development 102 100 798 692 =[322 
Science and Technology 105 116 934 930 -0.4 
International assistance 370 418 Paeehe)e) pra al -4.9 
Other 241 A, 4,458 5,206 17.0 
Total iss [22 13,014 13,342 9 
Total transfers 9015 7,665 82,545 78,585 -4.8 
, Payments to Crown corporations 
) Canadian Broadcasting Corporation 2] 65 1,110 1,099 -1.0 
Canada Mortgage and Housing Corporation 3 196 1,879 L918 mal 
> Other 164 245 1,594 1,612 lal 
| Total 364 506 4,583 4,629 1.0 
Operating and capital expenditures 
| Defence 1,093 1,079 10,458 10,446 -0.1 
All other departmental expenditures 2,094 oS Ls SoAgmeman | S,01 (eee Oo 
Total 3,137 3,062 29,013 29,057 0.2 
i 
Total program expenditures 12,566 iss 116,140 112-253 -3.3 
Public debt charges 3,183 3,018 B9219 37,354 -4.8 


15,749 


14,251 Soe! 149,607 -3.7 


lotal budgetary expenditures 


| 
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Financial requirements lower 


Financial requirements measure the amount by 
which cash going out from the Government 
exceeds cash coming in. Financial requirements 
are lower than the deficit, as they also include 
the net source of funds from non-budgetary 
transactions. The latter includes transactions in 
loans, investments and advances, government 
employees’ pension accounts, other specified 
accounts, and other financial assets and 
liabilities. 


Non-budgetary transactions in the April 1993 to 
March 1994 period resulted in a net source of 
funds amounting to $5.7 billion, compared to 
$2.7 billion recorded in the corresponding period 
of 1992-93. This turnaround primarily reflects 
the repayment of loans by Crown corporations 
and the lags associated with the encashment of 
personal income refund cheques. 


As a result, financial requirements, excluding 
foreign exchange transactions, amounted to 
$29.7 billion in 1993-94, down $4.3 billion from 
that recorded in 1992-93. Financial requirements 
are largely unaffected by the “supplementary 
period” adjustments. As such these results will 
correspond closely to the final results for the 
year as a whole. 


The purpose of the Exchange Fund Account 1s to 
promote order and stability in the foreign 
exchange market. It fulfils this function by 
buying foreign exchange (selling Canadian 
dollars) when there is upward pressure on the 
value of the Canadian dollar and selling foreign 
exchange (buying Canadian dollars) when there 
is downward pressure on the currency. 


During 1993-94, foreign exchange transactions 
provided a net source of funds amounting to 
$3.1 billion, down $4.6 billion from 1992-93. 


Table 4 
The deficit and financial requirements 
March April to March 
1993 1994 1992-93 1993-94 
(millions of dollars) 
Deficit 2,175 -1,895 -36,702 -35,413 
Loans, investments and advances 
Crown corporations 466 -8] -842 449 
Other isi -42 147 -146 
Total 623 123 -696 303 
Specified purpose accounts 
Canada Pension Plan Account 345 403 -373 -72 
Superannuation accounts 556 1,427 6,476 6,799 
Other 599 -788 -34] -976 
Total 2,480 1,042 55762 SION 
Other transactions -1,057 Sy -2,416 -391 
Total non-budgetary transactions 2,046 L136 2,650 5,663 
Financial requirements -129 -659 234°()52 -29.750 | 


(excluding foreign exchange transactions) 


The decline reflects the larger depreciation 
in the Canadian dollar in 1992-93 than in 
1993-94. 


As a result, total financial requirements, 
including foreign exchange transactions, were 


The Fiscal Monitor 


borrowings from the private sector (unmatured 
debt transactions) amounted to $26.0 billion in 
1993-94, down $2.9 billion from that 
borrowed on financial markets last year. 

Cash balances, as of March 31, 1994, stood at 
$2.2 billion. 


$26.6 billion in 1993-94, virtually unchanged 
from the net requirement in 1992-93. 


To finance these requirements, the 
Government borrows from the private sector 
and/or draws down its cash reserves. Total 


Table 5 
Financial requirements, foreign exchange and unmatured debt transactions 
March April to March 
1993 1994 1992-93 1993-94 
(millions of dollars) 
Financial requirements 
(excluding foreign exchange transactions) -129 -659 -34,052 -29,750 
Foreign exchange transactions 
Net international reserves -4,744 1D 3,978 978 
Unmatured debt transactions 
payable in foreign currencies 372 714 1,724 2,138 
Total -4,372 826 HM Nye: erg lil) 
Total financial requirements -4,501 167 -26,350 -26,635 
Unmatured debt transactions 
Marketable bonds 2,499 1,600 19,556 24,176 
Canada Savings Bonds -466 -437 -1,290 -3,047 
Treasury bills 4,100 -1,001 9,750 3,949 
Other 6y5 (is 2,549 2,955 
Sub-total 6,504 875 30,565 28,017 
Less: 
Government’s holding of unmatured debt 180 192 -34 78 
Unmatured debt transactions payable 
in foreign currency -372 -714 -1,724 -2,138 
Sub-total -192 -522 -1,758 -2,060 
Total unmatured debt transactions 
payable in Canadian dollars 6.312 353 28,807 25,957 
Change in cash balance 1,811 520 2497 -678 
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Table 6 


Cash, unmatured debt and debt balances: at March 31 


1ODS oe 


Cash balances at end of period 
In Canadian dollars 
In foreign currencies 


Total cash balance 


Unmatured debt balance 


Payable in Canadian dollars — 
Marketable bonds 
Canada Savings Bonds 
Treasury bills 
Other 
Sub-total 

Less: 

Government’s holdings of unmatured debt 

Total 

Payable in foreign currencies — 
Marketable bonds 


Notes and loans 
Canada bills 


Sub-total 


Less: 
Government’s holdings of unmatured debt 


Total unmatured debt 


(millions of dollars) 


2,774 2,031 
458 ys 
Dp 2,203 
178,439 203,450 
34,308 515322 
162,050 165,999 
3,506 3,497 
378,303 404,268 
1,054 980 
377,249 403,288 
2017 2,049 

0 0 

oe 5,499 
57169 7,548 

0 0 
382,418 410,836 


The Debt Servicing and 
Reduction Account 


In June 1992, legislation to establish the Debt 
Servicing and Reduction Account received 
Royal Assent. As a result, effective April 1, 
1991, all Goods and Services Tax revenue net of 
the applicable input tax credits, rebates, and the 
low-income credit, along with the net proceeds 


from the sale of Crown corporations and gifts 

to the Crown identified for debt reduction must, 
by law, go directly to the Debt Servicing and 
Reduction Account. The funds 1n this Account 
can only be used to pay the cost of servicing 

the public debt and ultimately to reduce the debt. 
The Account is audited on an annual basis by the 
Auditor General of Canada. 
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Table 7 
Debt Servicing and Reduction Account 


April to March 
1991-92 1992-93 1993-94 


(millions of dollars) 


Gross GST collected 29,564 30,516 31,648 


Less: 
Input tax credit 10,068 10,702 11,499 
Rebates 262 1,436 1,450 
GST paid by federal departments 804 1,006 924 
Quarterly low-income tax credit 2,262 2,503 2,685 
Net GST 15,168 14,868 15,083 
GST penalties and interest received 19 71 


Gains from wind-up of interest in 
Crown corporations/disposal of 


shares in Crown corporations 2 110 
Gifts to the Crown 0.4 0.1 0.1 
Proceeds to the Crown 15,190 15,050 15,083 


Numbers for 1991-92 and 1992-93 are from the Public Accounts of Canada — 1992-93. 
Numbers may not add due to rounding. 


The information in this Monitor is based on preliminary financial results for the quarter ended March 31, 1994. 
For further information contact: P. DeVries at 996-7397. Cet imprimé est également offert en francais. 
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Financial Results for April 1994 
The deficit in April 1994 was estimated at $5.2 billion, down $0.9 billion from April 1993. 


¢ The year-over-year improvement in the deficit was primarily attributable to higher budgetary revenues, which 
were up 15.8 per cent on a year-over-year basis. Both program spending and public debt charges in April 1994 
were virtually unchanged from year earlier levels. 


¢ Most of the increase in budgetary revenues was due to higher personal income tax collections, which were up 
31.2 per cent from April 1993. The higher collections reflected strong growth in the applicable tax base resulting 
from the employment gains registered since the beginning of 1994. In addition, personal income tax refunds were 
lower in April 1994 than in April 1993. This was due to the faster processing of tax returns by Revenue Canada 
in March 1994, as noted in the February 1994 budget. 


¢ Program spending declined 0.3 per cent, on a year-over-year basis, as lower unemployment insurance benefit 
payments and defence spending offset increases elsewhere. Public debt charges were up by 0.6 per cent. 


The stronger revenue growth, witnessed in the final quarter of 1993-94, is being carried forward into 1994-95. 
This, coupled with the fact that substantial reserves for contingencies were established for 1994-95 in the 
February 1994 budget, should provide sufficient flexibility to meet the 1994-95 deficit target, despite the recent 
rise in interest rates. 


Table | 
Government of Canada 
Summary statement of financial transactions! 


April 
aera 1993 1994 
“\P mt Al IN (in millions of dollars) 
Budgetary transactions fe i AN 
Revenues / aoe 5,500 6,369 
. | J U L 1 a 1994 ; e) 

Program spending \ } : -8,285 -8,257 
Operating balance \Z. = 785 -1,888 
o S// : -3,295 

Public debt charges Sho: a90Z 3,274 ; 
Deficit a My ot Nz -6,059 -5,183 
Non-budgetary transactions 2 alone 

Financial requirements (excluding foreign 

exchange transactions) -6,057 -6,700 
Foreign exchange transactions -856 MNES) 
Financial requirements -6,913 -4,556 
Unmatured debt transactions 5,534 3,805 


Note: Data compiled by the Receiver General for Canada. 
' (+) indicates a source of funds, while (-) indicates a requirement for funds. 
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Table 2 
Government of Canada 


Detailed statement of budgetary transactions 


April 
1993 1994 
(in millions of dollars) 
Revenues 
Personal income tax Zs one 
Corporate income tax 266 450 
Unemployment insurance contributions Volz 1,581 
Non-resident tax 109 15 
Total income tax 4,612 BAI 
Excise taxes and duties 
Goods and Services Tax -3] 2) 
Customs import duties 301 138 
Excise taxes and duties walgs 156 
Total excise taxes and duties 468 See, 
Other tax revenue oi 43 
Total tax revenue Se 6,093 
Non-tax revenue 383 276 
Total budgetary revenues 5,500 6,369 
Expenditures 
Transfer payments to: 
Persons — 
Elderly benefits LESS 103: 
Unemployment insurance benefits Eoos ews 
Other 125 VP) 
Total 3,296 33150 
Other levels of government — 
Established Programs Financing 780 72 
Fiscal transfers 769 858 
Canada Assistance Plan 604 603, 
Total 25152 2,214 
Other 
Agriculture 8 81 
Indian and Inuits se 634 
Regional development 8 I 
Science and technology 60 70 
International assistance 90 83 
Other 256 226 
Total 1007, 1,095 
Total transfers 6,465 6,460 
Payments to Crown corporations 436 484 
Operating and capital expenditures 
Defence 510° 421 
All other departmental expenditures a 892 
Total 1,384 13 
Total program spending 8,285 8,257 
Public debt charges 3074 3,295 
Total budgetary expenditures 11,559 11,552 
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Table 3 
Government of Canada 
Non-budgetary transactions 


April 
1295 1994 


(in millions of dollars) 


Loans, investments, and advances 


Crown corporations hil -181 
Other -6 -76 
Total 365 -257 


Specified purpose accounts 


Canada Pension Plan Account 548 514 
Superannuation accounts -149 -150 
Other -969 -955 
Total -570 -59] 
Other transactions 207 -669 
Total non-budgetary transactions 2 -1,517 


Table 4 
sovernment of Canada 
oreign exchange and unmatured debt transactions 


April 
1295 1994 


(in millions of dollars) 


Foreign exchange transactions 


Net international reserves -1,051 1,665 
Unmatured debt transactions payable 
in foreign currencies 195 A479 
Total -856 2,144 
Unmatured debt transactions 
Marketable bonds 1,974 2.015 
Canada Savings Bonds -445 -798 
Treasury bills 3,850 1,600 
Other 194 478 
Sub-total 51573 4155 
Less: 
Government’s holding of 
unmatured debt 156 |S, 
Unmatured debt transactions 
payable in foreign currencies -195 -479 
Sub-total -39 -350 


Total unmatured debt transactions 
payable in Canadian dollars 5,534 3,805 
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Table 5 
Government of Canada 
Cash, unmatured debt and debt balances 


April 
(O93 1994 


(in millions of dollars) 


Cash balances at end of period 


In Canadian dollars 1,470 1,383 
In foreign currencies +4 5 
Total cash balance ES 1,388 


Unmatured debt balance 
Payable in Canadian dollars — 


Marketable bonds 178,439 206,324 
Canada Savings Bonds 34,369 303533 
Treasury bills 162,050 167,600 
Other 35505 3,497 
Sub-total 378,363 407,954 
Less: 
Government’s holdings of unmatured debt 1,034 847 
Total SUT eyes) 407,107 
Payable in foreign currencies — 
Marketable bonds 2,858 O09 
Notes and loans 0 0 
Canada bills JE 6,128 
Sub-total 5,410 11,147 
Less: 
Government’s holdings of unmatured debt 0 0 
Total unmatured debt 382,739 418,254 
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Financial Results for May 1994 


The deficit in May 1994 was estimated at $1.6 billion, down $0.7 billion from May 1993. 


The year-over-year improvement in the deficit was attributable to higher budgetary revenues, which were up 
by $1.2 billion or 12.3 per cent on a year-over-year basis. Both program spending and public debt charges in 
May 1994 were up slightly from year earlier levels. 


Most of the increase in budgetary revenues was due to higher corporate income tax collections, which 
were up $0.5 billion or 86.3 per cent from May 1993. The higher collections reflect strong growth in 
corporate profits and lower refunds. Goods and Services Tax (GST) collections were up $0.3 billion, or 
21.3 per cent, reflecting increases in consumer spending. Personal income tax collections increased by 
$0.2 billion, or 4.0 per cent. 


Program spending increased by $0.1 billion, or 1.4 per cent, as declines in unemployment insurance 
benefit payments, defence, and other transfers were offset by increases in the other components. The 
increases in program spending were primarily due to the timing of payments. Public debt charges were 
up by $0.3 billion, or 9.6 per cent, reflecting the impact of the recent rise in interest rates. 


Financial Results for April and May 1994 


Over the first two months of the fiscal year (April and May), the deficit was $1.6 billion lower than in the 
same period in 1993-94. The improvement in the deficit was due to higher revenues, up by $2.0 billion. 


Higher personal income tax collections account for about half the increase in budgetary revenues. This 
increase in collections reflects strong growth in the applicable tax base resulting from the employment 
gains registered since the beginning of 1994. In addition, personal income tax refunds were lower than 
last year due to the faster processing of tax returns by Revenue Canada in March 1994, as noted in the 
February 1994 budget. 


Corporate income tax and GST collections also registered notable gains in the first two months of 1994-95, 
compared to year earlier levels, reflecting increases in corporate profits and consumer spending, 
respectively. 


Program spending increased by 0.6 per cent, again due to the timing of certain payments. Public debt 
charges advanced by 5.1 per cent, primarily due to the increases in interest rates on the public debt. 


Despite the recent rise in interest rates, the current strength in revenue growth, coupled with the fact that 

increased reserves for contingencies were established for 1994-95 in the February 1994 budget, should _ 

provide sufficient flexibility to meet the 1994-95 deficit target. \e RA &* 
~ & 
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Table | 


Government of Canada 
Summary statement of financial transactions! 


May April to May 
1993 1994 1993-94 1994-95 
(in millions of dollars) 
Budgetary transactions 
Revenues 9,389 10,546 14,890 16,915 
Program spending -8,481 -8,602 - 16,766 -16,859 
Operating balance 908 1,944 -1,876 56 
Public debt charges -3,246 35999 -6,520 -6,854 
Deficit -2,338 -1,615 -8,396 -6,798 
Non-budgetary transactions 686 447 688 -1,070 
Financial requirements (excluding foreign 
exchange transactions) -1,652 -1,168 -7,708 -7,868 
Foreign exchange transactions 920 192 64 HRS 
Financial requirements -732 -376 -7,644 -4,933 
Unmatured debt transactions S23 705 7,058 4,510 
Note: Data compiled by the Receiver General for Canada. 
1 (+) indicates a source of funds, while (-) indicates a requirement for funds. 
Table 2 
Government of Canada 
Detailed statement of budgetary transactions — revenues 
May April to May 
1993 1994 1993-94 1994-95 
(in millions of dollars) 
Personal income tax 4,785 4,978 ESO) 8,552 
Corporate income tax a5) 978 791 1,428 
Unemployment insurance contributions 12533 1,625 3,045 3,206 
Non-resident tax 92 100 201 Pell) 
Total income tax 6,935 7,681 11,547 13,401 
Excise taxes and duties 
Goods and Services Tax 1,297 1,573 1,266 1,607 
Customs import duties 240 249 438 405 
Sales and excise taxes 654 152 955 890 
Total excise taxes/duties 2,191 PL SS TE! 2,659 2,902 
Other tax revenue 24 29 61 72 
Total tax revenue 9,150 10,284 14,267 16,375 
Non-tax revenue 239 262 623 540 
Total budgetary revenues a 9,389 10,546 14,890 16,915 
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Table 3 
Government of Canada 


Detailed statement of budgetary transactions — expenditures 


_ Total non-budgetary transactions 


May April to May 
1993 1994 1993-94 1994-95 
(in millions of dollars) 
Transfer payments to: 
Persons — 
Elderly benefits 1,642 1,703 3,219 Spe bil 
Unemployment insurance benefits 1,561 1,369 3,154 Zt 
Other 131 129 257 256 
Total 3,334 3,20 6,630 6,352 
Other levels of government: 
Established Programs Financing 780 Te L559 1,505 
Fiscal transfers 822 852 1,591 1,711 
Canada Assistance Plan 507 TAS tale 1,318 
Total 2,108 PASSE) 4,261 4,533 
Other 
Agriculture 22 14 50 96 
Indians and Inuit yA) 264 848 897 
Regional development IS >. 19 6 
Science and technology 29 14 89 84 
International assistance 107 (a5) 199 208 
Other 356 Se) 614 600 
Total 802 TT Ls19 1,89] 
Total transfers 6,244 Grol, 12,709 12,776 
Payments to Crown corporations 274 342 710 825 
Operating and capital expenditures 
Defence 713 675 1,223 1,096 
All other departmental expenditures | ZEW 1,268 7) VB NP 
Total 1,963 1,943 3,347 3,250 
Total program spending 8,481 8,602 16,766 16,859 
Public debt charges 3,246 shes, 65520 6,854 
Total budgetary expenditures eT 12,161 23,286 23,713 
Table 4 
Government of Canada 
Non-budgetary transactions 
May April to May 
1993 1994 1993-94 1994-95 
(in millions of dollars) 
Loans, investments, and advances 
Crown corporations 5 -40 Se) -221 
Other -49 -55 -57 -131 
Total -44 -95 320 -352 
Specified purpose accounts 
Canada Pension Plan Account 607 670 1,154 1,184 
Superannuation accounts -137 -17] -286 -320 
Other -44 136 -1,011 -820 
| Total 426 635 -143 44 
_ Other transactions 304 -93 lt -762 
686 447 688 -1,070 
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Table 5 


Government of Canada 
Foreign exchange and unmatured debt transactions 


May April to May 
1993 1994 1993-94 1994-95 
(in millions of dollars) 


Foreign exchange transactions 


Net international reserves 1,015 326 -36 1,990 
Unmatured debt transactions payable 
in foreign currencies -95 466 100 945 
Total 920 qo? 64 2,935) 
Unmatured debt transactions 
Marketable bonds 1,600 2,000 35575 4,875 
Canada Savings Bonds -19] -557 -636 -1,356 
Treasury bills -50 -900 3,800 700 
Other -96 465 98 943 
Sub-total 15205 1,008 6,837 5,162 
Less: 
Government's holding of unmatured debt 165 163 SPA 293 
Unmatured debt transactions payable 
in foreign currencies 95 -466 -100 -945 
Sub-total 260 -303 ALM -652 


Total unmatured debt transactions payable 


in Canadian dollars eyes: 705 7,058 4,510 
Table 6 
Government of Canada 
Cash, unmatured debt and debt balances 
at May 31 
1993 1994 


(in millions of dollars) 
Cash balances at end of period 


In Canadian dollars Ds 1,691 
In foreign currencies eee ey : 24 
Total cash balance 2,294 WAS 


Unmatured debt balance 
Payable in Canadian dollars — 


Marketable bonds ‘ 182,040 208,320 
Canada Savings Bonds 13S 29,976 
Treasury bills 165,850 166,700 
Other Leelee sisi, 496 
Sub-total 385,126 408,492 
ess: 
Government’s holdings of unmatured debt 714 683 
Total 384,412 407,809 
Payable in foreign currencies — 
Marketable bonds 2,858 5,019 
Notes and loans 0 0 | 
Canada bills DiGs2 6,594 
Sub-total 5,510 11,613 
Less: 
Government’s holdings of unmatured debt 0) 0 
Total unmatured debt 389,922 419,427am 
| ea. | pereean of Finance Ministére des Finances For further information contact: P. DeVries at 996-7397. — 
anada Canada Cet imprimé est également offert en francais. 
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Highlights of financial results for June 1994 


Deficit down $1.1 billion in June 1994 


The deficit in June 1994 was estimated at $2.9 billion, down $1.1 billion from June 1993. 


¢ Most of the year-over-year improvement in the deficit was attributable to higher budgetary 
revenues, which were up $0.8 billion or 8.4 per cent on a year-over-year basis. Program 
spending was down by over $0.4 billion, while public debt charges were up slightly from 
year earlier levels. 


Deficit for April to June 1994 down by $2.7 billion 


Over the first three months of the fiscal year, the deficit was $2.7 billion lower than in the same 
period in 1993-94. 


¢ Budgetary revenues were up $2.8 billion, on a year-over-year basis. This increase in 
collections reflected strong growth in the applicable tax bases witnessed since the beginning 
of 1994. In addition, the faster processing of personal income tax returns by Revenue 
Canada in March 1994 resulted in lower personal income tax refunds in the first quarter 
of 1994-95. 


¢ Program spending declined by $0.4 billion, as lower expenditures on unemployment 
insurance benefits, defence, and operating and capital spending offset increases in other 
components. : 


¢ Public debt charges were up by $0.4 billion, primarily due to the increases in interest rates 
on the public debt. 


The improvement in the deficit results to date, coupled with the impact of the expenditure 
restraint measures and the fact that increased reserves for contingencies were established for 
1994-95 in the February 1994 budget, should ensure that ine fee, 95 deficit target is met, 
despite the recent rise in interest rates. ee 
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Table | 


Summary statement of financial transactions 


June April to June 


1994 1993-94 1994-95 


Budgetary transactions 
Revenues 
Program spending 
Operating balance 
Public debt charges 
Deficit 

Non-budgetary transactions 


Financial requirements (excluding foreign 
exchange transactions) 


Foreign exchange transactions: 
net source (+)/requirements (-) 


Total financial requirements 


Unmatured debt transactions 


The federal deficit 
1993-94 and 1994-95 


Year to date 


billions of dollars 
40 


35 —— 1994-95 


[__] 1993-94 


First Second Third Fourth Fiscal 
Quarter Quarter Quarter Quarter year 


(in millions of dollars) 


4,080 


9,197 9,967 24,086 26,882 
-9,900 -9,443 -26,665 -26,303 
-703 524 J) ale 579 
-3,295 -3,402 -9,815 -10,255 
-3,998 -2,878 -12,394 -9,676 
-1,756 -1,850 -1,068 -2,884 
5,754 -4,728 -13,462 -12,595 
837 -1,279 901 1,656 
-4,917 -6,007 -12,561 -10,939 
4,906 11,138 9,417 


Budgetary revenues up in first quarter 


On a year-over-year basis, budgetary revenues over 
the April 1994 to June 1994 period, increased by 
$2.8 billion (11.6 per cent). Most of this increase 
was attributable to higher personal income tax 
collections, up $1.4 billion. This was largely due 

to lower personal income tax refunds, down 

$1.2 billion, pertaining to the 1993 taxation year. 
This reflects the faster processing of tax returns in 
March 1994, thereby moving returns which would 
have been processed in the first fiscal quarter in the 
past into the previous fiscal year. In addition, the 
gains in employment since the beginning of 1994, 
especially in full-time employment, have resulted 
in increased personal income tax collections. 
Dampening the impact of these factors were 
somewhat lower taxes paid on filing, pertaining 

to the 1993 taxation year and lower quarterly 
instalment payments. 


Corporate income tax collections increased by 
$1.0 billion in the first quarter of 1994-95. This 
reflected both increased corporate profits and 
lower refunds. 


i) 
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Table 2 
Budgetary revenues 


June April to June 
Per cent 
1993 1994 1993-94 1994-95 change 
(in millions of dollars) % 

Income taxes 

Personal income tax 3,995 Ae 11,465 12,907 L2G 

Corporate income tax 804 1,154 1,595 2,583 61.9 

Unemployment insurance contributions oes 1,660 4,638 4,866 49 

Non-resident tax ; 74 85 bo 276 AS wee 8.3 

Total income tax 6,425 T2538 17,974 20,655 14.9 
Excise taxes and duties 

Goods and Services Tax 325 L342 2591 2,949 13.8 

Customs import duties 213 280 Oi 685 -3.7 

Sales and excise taxes 619 591 : L574 1,481 56 0 

Total excise taxes and duties 2 le 2,213 4,876 SelM he) 4.9 
Other 

Other tax revenue 30 25 90 97 ees 

Non-tax revenue ae) 476 eG) chaedl 1,015 . a 1.4 

Total other revenues DOD 501 1,236 a2 -10.2 
Total budgetary revenues le ee 0! 24,086 26,882 11.6 


Unemployment insurance premium contributions 
rose by $0.2 billion, due to higher premium rates 
in 1994 than in 1993, an increase in maximum 
insurable earnings — the applicable base to which 
premium rates are applied — and higher 
employment. 


Total excise taxes and duties were up $0.2 billion, 
with all of the increase due to higher Goods and 
Services Tax (GST) collections. 


¢ Strong consumer demand since the beginning 
of the year accounts for most of the increase in 
GST collections. 


¢ In contrast, customs import duties declined, in 
part reflecting reductions in tariffs under the 
Canada-United States Free Trade Agreement. 


¢ Sales and excise taxes were down, due to 
reductions in the excise tax on tobacco 
products announced on February 8, 1994. 


Budgetary revenues 
1993-94 and 1994-95 


April to June 


Year-over-year growth 


per cent change 
100 


80 


Total 


Ml 1993-94 
[_] 1994-95 


Personal 
income tax 


Corporate 
income 
tax 


Other 
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Table 3 
Budgetary expenditures 
June April to June 
Per cent 
LOS 1994 1993-94 1994-95 change 
(in millions of dollars) % 
Transfers payments to: 
Persons: 
Elderly benefits GS: 716 4,871 5,054 3.8 
Unemployment insurance benefits 1,446 1,194 4,600 3953 -14.1 
Veterans’ pensions/allowances UBC 2 eee 304, aoe One a 
Total S26 O05 O22 9,360 -4.7 
Other levels of government 
Established programs financing 780 Ie too 2,290 -3.5 
Fiscal transfers 878 907 2,468 2,618 6.1 
Canada Assistance Plan et ss leis _ 2,093 11.4 
Total 2,425 2,435 6,686 6,968 4.2 
Other 
Agricultural subsidies S| 50 101 145 43.9 
Indian and Inuit Programs 240 262 1,088 VAS? (625) 
Regional development 12 10 De) 16 -46.0 
Science and Technology 64 67 ep 151 -0.9 
International assistance 118 108 si Ey) 316 -0.3 
Other REO 488 — Ci See ae -3.7 
Total 1,023 985 2,864 2,900 123 
Total transfers 6,664 6,451 Woz 19,228 -0.7 
Payments to Crown corporations 
Canadian Broadcasting Corporation 86 83 oo) 367 8.9 
Canada Mortgage and Housing 
Corporation 134 168 387 481 24.2 
Other e364 . 341 merce: ole 
Total 356 Ce : 1,065 204 12.8 
Operating and capital expenditures 
Defence 959 826 2182 1,923 -11.9 
All other departmental expenditures pe ope NAS S05 23 
Total 2,880 2,626 6,228 5,884 -5.5 
Total program expenditures 9,900 9,443 26,665 20303 -1.4 
Public debt charges 33295 3,402 9,815 10.255 4.5 
Total budgetary expenditures _ ae. n13,195 12,845 36,480 36,558 OZ 
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Budgetary expenditures 
1993-94 and 1994-95 


April to June 
Year-over-year growth 


per cent change 


8 
6 

HMM 1993-94 

[__] 1994-95 
4 
2 
0 
-2 

Total Public debt Program 


charges spending 


Budgetary expenditures higher 
due to higher interest rates 


In the first quarter of 1994-95, total budgetary 
expenditures were up 0.2 per cent, or $0.1 billion, 
on a year-over-year basis. Public debt charges, the 
largest single component of budgetary 
expenditures, accounted for all of this increase. 


¢ The increase in public debt charges reflects the 
impact of higher interest rates. 


Program spending lower 


Program spending declined by $0.4 billion 
(1.4 per cent) in the April to June 1994 period, 
compared to the same period in 1993-94. This 
decline reflects a number of factors: 


* lower unemployment insurance benefits, down 
14.1 per cent, reflecting a decline in the number 
of persons eligible for unemployment insurance 
benefits and the impact of the December 1992 
Economic and Fiscal Statement measures. 
These reduced the benefit rate for new 
beneficiaries from 60 per cent to 57 per cent 


of maximum insurable earnings, effective 
April 1993, and excluded those who quit their 
jobs without just cause; 


¢ lower cash transfer payments to provinces 
under Established Programs Financing. This is 
due to the ongoing impact of restraint measures 
announced in previous budgets; 


¢ lower defence spending, due to the impact of 
restraint measures and the timing of payments; 
and, 


¢ lower spending on operating and capital by the 
non-defence departments, also reflecting the 
impact of restraint measures. 


In contrast, increases were recorded in other 
transfers to provinces, including the Canada 
Assistance Plan, elderly benefits, and other 
transfers and payments to Crown corporations. 
For the most part, with the exception of elderly 
benefits, these increases reflect changes in the 
timing of payments, and are not indicative of the 
spending for the year as a whole. 


Financial requirements lower 


Financial requirements measure the amount by 
which cash going out from the Government exceeds 
cash coming in. Financial requirements are lower 
than the deficit, as they also include the net source 
of funds from non-budgetary transactions. The latter 
includes transactions in loans, investments and 
advances, government employees’ pension accounts, 
other specified accounts, and other financial assets 
and liabilities. 


Non-budgetary transactions in the April to June 
1994 period resulted in a net requirement of funds 
amounting to $2.9 billion, compared to $1.1 billion 
recorded in the corresponding period of 1993-94. 
This reflects increased loans to Crown corporations 
and lags associated with the encashment of personal 
income refund cheques. 


As aresult, financial requirements, excluding foreign 
exchange transactions, amounted to $12.6 billion in 
the first quarter of 1994-95, down $0.9 billion from 
that recorded in the first quarter of 1993-94. 


The purpose of the Exchange Fund Account is to 
promote order and stability in the foreign exchange 
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Table 4 
The deficit and financial requirements 


June April to June 


1993 1994 1993-94 1994-95 
(in millions of dollars) 


Deficit -3,998 -2,878 -12,394 -9,676 
Loans, investments, and advances 
Crown corporations rai -20 453 -241 
Other 7 ee 7 se 2 a Pe alk) 
Total 38 -79 358 -430 
Specified purpose accounts 
Canada Pension Plan Account -21 336 L353 f0) 
Superannuation accounts 1,365 1,436 1,080 1,116 
Other Poa aa ey) -1,359 a -929 
Total 997 ois: 854 egella: 
Other transactions -2,791 -3,444 -2,280 -4,206 
Total non-budgetary transactions -1,756 -1,850 -1,068 -2,919 
Financial requirements 
(excluding foreign exchange transactions) azlt -5,754 =e -4.728 = 13,462 Ve). 
Table 5 
Financial requirements, foreign exchange and unmatured debt transactions 
June April to June 
1993 1994 1993-94 1994-95 


(in millions of dollars) 


Financial requirements 


(excluding foreign exchange transactions) -5,754 -4,728 -13,462 12.595 
Foreign exchange transactions 
Net international reserves 1,188 -2,448 lS? -458 
Unmatured debt transactions 
payable in foreign currencies ep ee oe ae 22a 
Total 837 -1,279 901 1,656 
Total financial requirements -4,917 -6,007 -12,561 -10,939 
Unmatured debt transactions 
Marketable bonds 1,663 4,500 OG 9,376 
Canada Savings Bonds -434 -565 -1,071 -1,921 
Treasury bills 2,300 850 6,100 1,15¢ 
Other i232 1,168_ os 2 32 Ue 
Sub-total 3,568 SUBS) 10,405 11, 11@ 
ess: 
Government's holding of unmatured debt 161 22 482 415 
Unmatured debt transactions payable in 
foreign currency - 35) slo" Pe) Cae 
Sub-total S12 1,047 133 -1,699 
Total unmatured debt transactions payable 
in Canadian dollars 4,080 4,906 11,138 9,417 


Change in cash balance — -1,423 -1,522 
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Table 6 
Cash, unmatured debt and debt balances 


Cash balances at end of period 
In Canadian dollars 
In foreign currencies 
Total cash balance 


Unmatured debt balance 
Payable in Canadian dollars — 
Marketable bonds 
Canada Savings Bonds 
Treasury bills 
Other 
Sub-total 
Less: 
Government’s holdings of unmatured debt 
Total 
Payable in foreign currencies — 
Marketable bonds 
Notes and loans 
Canada bills 
Sub-total 
Less: 
Government’s holdings of unmatured debt 


Total unmatured debt 


at June 30 
1993 1994 
(in millions of dollars) 

1,423 591 
ee . 22 
1,457 613 
183,704 AON 
33,298 29,411 
168,150 167,550 
__ 3,894) t. 3,495 
389,046 413,277 
oN Ss cap aoe + 562 
388,493 412,715 
2,858 5,019 

0 0 
mee) = 7,763 
5,169 12782 

0 0 
393,652, 425,497 


market. It fulfils this function by buying foreign 
exchange (selling Canadian dollars) when there is 


upward pressure on the value of the Canadian dollar 


and selling foreign exchange (buying Canadian 
dollars) when there is downward pressure on 
the currency. 


In the first quarter of 1994-95, foreign exchange 
transactions provided a net source of funds 
amounting to $1.7 billion, up $0.8 billion from the 
first quarter of 1993-94. The increase reflects the 


larger depreciation in the Canadian dollar in the first 


quarter of this year compared to last year. 


As a result, total financial requirements, including 


foreign exchange transactions, were $10.9 billion in 
the first quarter of 1994-95, down $1.6 billion from 


the net requirement in the same period last year. 


To finance these requirements, the Government 
borrows from the private sector and/or draws down 
its cash reserves. Total borrowings from the private 
sector (unmatured debt transactions) amounted to 


$9.4 billion in the first quarter of 1994-95, down 
$1.7 billion from that borrowed on financial markets 
during the same period last year. Cash balances, as 
of June 30, 1994, stood at $0.6 billion, down 

$0.8 billion from June 30, 1993. 


The debt servicing and reduction account 


In June 1992, legislation to establish the Debt 
Servicing and Reduction Account received Royal 
Assent. As a result, effective April 1, 1991, all 
Goods and Services Tax revenue net of the 
applicable input tax credits, rebates, and the low- 
income credit, along with the net proceeds from 
the sale of Crown corporations and gifts to the 
Crown identified for debt reduction must, by law, 
go directly to the Debt Servicing and Reduction 
Account. The funds in this Account can only be 
used to pay the cost of servicing the public debt 
and ultimately to reduce the debt. The Account is 


audited on an annual basis by the Auditor General 
of Canada. 
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Table 7 
Debt servicing and reduction account 
April to March April to June 
1991-92 1992-93 1993-94 1994-95 
(in millions of dollars) 
Gross GST collected 29,564 30,516 31,648 T2713 
Less: 
Input tax credit 10,068 10,702 11,499 3,072 
Rebates 1,262 1,436 1,450 Le 
GST paid by federal departments 804 1,006 924 Zoe 
Quarterly low-income tax credit 2,262 . 203 ae 2,685 708 
Net GST 15,168 14,868 15,083 2,949 
GST penalties and interest received 19 I) 


Gains from wind-up of interest in 
Crown corporations/disposal of 


shares in Crown corporations 2, 110 
Gifts to the Crown 0.4 0.1 0.1 - 
Proceeds to the Crown 15,190 15,050 15,083 2,949 
Figures for 1991-92 and 1992-93 are from the Public Accounts of Canada — 1992-93. 
| ed | Department of Finance  Ministére des Finances For further information contact: P. DeVries at 996-7397. 
Canada Canada 
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Financial Results for July 1994 


The deficit in July 1994 was estimated at $2.7 billion, 
down $0.8 billion from July 1993. 


$3.6 billion and lower program spending, 
down $0.8 billion, partly offset by higher public 
debt charges. 


¢ Higher personal income tax collections accounted 
for about half the increase in budgetary revenues. 
This increase in collections reflected growth in the 
applicable tax base resulting from the employment 
gains registered since the beginning of 1994. 
In addition, personal income tax refunds were 
lower than last year due to the faster processing 
of tax returns by Revenue Canada in March 1994, 
as noted in the February 1994 budget. 


¢ The year-over-year improvement in the deficit 
was attributable to higher budgetary revenues, 
up $0.8 billion or 9.0 per cent, and lower program 
spending, down $0.4 billion or 4.2 per cent. In 
contrast, public debt charges in July 1994 were 
up $0.4 billion, or 11.8 per cent, from year 
earlier levels. 


Most of the increase in budgetary revenues was 
due to higher personal income tax collections, up 
$0.9 billion, and corporate income tax collections, 
up $0.6 billion. The higher tax collections 
reflected continued improvements in economic 
output, employment and profitability. In addition, 
tax refunds were lower in July 1994 than in 

July 1993. Excise taxes and duties were down 
$0.7 billion, due to increased refunds and rebates, 
in part reflecting the tobacco excise tax reduction 
in February 1994. 


Corporate income tax collections also registered 
a notable gain in the first four months of 1994-95, 
up $1.6 billion, compared to year earlier levels, 
reflecting increases in corporate profits. 


Excise taxes and duties were lower, due to the 
timing of collections and the payment of refunds 
and rebates. 


The year-over-year decline in program spending 
was attributable to lower expenditures on 


All major components of program spending were 
lower in July 1994 than in July 1993, reflecting 
the impact of improved economic conditions 


unemployment insurance benefits, defence, and 
operating and capital spending. Transfers to other 
levels of government were up, primarily due to the 


(unemployment insurance benefits were down timing of payments. Public debt charges advanced 


$0.2 billion) and constraints on spending due to R A by 6.3 per cent, primarily due to the increases in 
budget actions. The increase in public debt charges & L interest rates on the public debt and in the stock 
resulted from higher interest rates. \ of debt. 
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Financial Results for April B ; ©The improvement in the deficit results to date, | 
Xe coupled with the ongoing impact of the expenditure 


to July 1994 


Over the first four months of the fiscal year (April 
to July), the deficit was $3.5 billion lower than in 
the same period in 1993-94. The improvement in 

the deficit was due to higher revenues, up 


restraint measures and the fact that increased 
reserves for contingencies were established for 
1994-95 in the February 1994 budget, should ensure 
that the 1994-95 deficit target is met, despite the 
rise in interest rates. 
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Table 1 


Government of Canada 
Summary statement of financial transactions! 


July April to July 
1993 1994 1993-94 1994-95 
(in millions of dollars) 
Budgetary transactions 
Revenues 8,824 9,617 32,910 36,499 
Program spending -9,206 -8,807 -35,871 -35,111 
Operating balance -382 810 -2,961 1,388 
Public debt charges -3,174 -3,547 -12,989 -13,802 
Deficit -3,556 -2,736 -15,950 -12,414 
Non-budgetary transactions 1,389 2,001 SPA -919 
Financial requirements (excluding foreign 
exchange transactions) -2,167 -736 -15,629 -13,333 
Foreign exchange transactions -69 196 832 1,852 
Financial requirements 22236 -540 -14,797 -11,481 
Unmatured debt transactions Saly7Z 1,546 14,309 10,963 
Note: Data compiled by the Receiver General for Canada. 
! (+) indicates a source of funds, while (-) indicates a requirement for funds. 
Table 2 
Government of Canada 
Detailed statement of budgetary transactions — revenues 
July April to July 
1993 1994 1993-94 1994-95 
(in millions of dollars) 
Personal income tax 4,040 4,933 P05 17,839 
Corporate income tax 623 jhe Oy: 2215 3,780 
Unemployment insurance contributions 1,602 1,691 6,240 6,557 
Non-resident tax 120 178 396 477 
Total income tax 6,385 7,999 24,359 28,653 
Excise taxes and duties 
Goods and Services Tax 928 411 3519 3,360 
Customs import duties 267 232 978 918 
Sales and excise taxes 654 502 2,228 1,983 
Total excise taxes/duties 1,849 1,145 6,725 6,261 
Other tax revenue 6 29 96 126 
Total tax revenue 8,240 9,173 31,180 35,040 
Non-tax revenue 584 444 1,730 1,459 
Total budgetary revenues 8,824 9,617 32,910 36,499 | 
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Table 3 
Government of Canada 


Detailed statement of budgetary transactions — expenditures 


July April to July 
1993 1994 1993-94 1994-95 
(in millions of dollars) 
Transfer payments to: 
Persons 
Elderly benefits 1,660 1,706 6,530 6,760 
Unemployment insurance benefits | 23s7/ 1,034 Diverse! 4,987 
Other ee 119 473 473 
Total 3,019 2,899 12,840 12,220 
Other levels of government 
Established Programs Financing 780 763 3,119 3,019 
Fiscal transfers 858 802 Bso27 3,420 
Canada Assistance Plan 697 719 POI) 2513 
Total 25339 2,284 9,021 9,252 
Other 
Agriculture 68 36 169 181 
Indians and [nuit 235 220 inS23 1,379 
Regional development 18, | 46 23 
Science and technology 32 SB 184 185 
International assistance 182 242 499 SO) 
Other 478 439 1,660 1,554 
Total 1,018 979 3,881 3,879 
Total transfers 6,372 6.1122 DAZ MBB | 
Payments to Crown corporations 415 318 1,481 1,518 
Operating and capital expenditures 
Defence 962 943 3,144 2,866 
All other departmental expenditures 1,457 1,424 5,504 555110 
Total 2,419 2307: 8,648 8,242 
Total program spending 9,206 8,807 323571 Sel 
Public debt charges 3,174 BiS47. 12,989 13,802 
Total budgetary expenditures 12,380 12,354 48,860 48,913 
Table 4 
Government of Canada 
Non-budgetary transactions 
July April to July 
1993 1994 1993-94 1994-95 
(in millions of dollars) 
Loans, investments, and advances 
Crown corporations 433 412 886 171 
Other -22 -27 -117 -216 
Total 411 385 769 -45 
Specified purpose accounts 
Canada Pension Plan Account -384 -325 750 15195 
Superannuation accounts 535 662 1,615 1,778 
Other 161 304 -1,199 -615 
Total 512 641 1,166 2,358 
Other transactions 666 975 -1,614 =3,232 
Total non-budgetary transactions 389 2,001 Sy All -919 
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Table 5 
Government of Canada 


Foreign exchange and unmatured debt transactions 


July April to July 
1993 1994 1993-94 1994-95 
(in millions of dollars) 
Foreign exchange transactions 
Net international reserves -485 -2,714 667 sos 72 
Unmatured debt transactions payable 
in foreign currencies 416 ZA 165 5,024 
Total -69 196 832 1852 
Unmatured debt transactions 
Marketable bonds 2,830 6,123 8,067 15,500 
Canada Savings Bonds -272 -566 -1,343 -2,487 
Treasury bills 150 -1,550 6,250 — 
Other 740 329, 878 2,440 
Subtotal 3,448 4,336 13,852 15,453 
Less: 
Government's holding of unmatured debt 140 120 622 534 
Unmatured debt transactions payable 
in foreign currencies -416 -2,910 -165 -5,024 
Subtotal -276 -2,790 457 -4,490 
Total unmatured debt transactions payable 
in Canadian dollars Belz 1,546 14,309 10,963 
Table 6 
Government of Canada 
Cash, unmatured debt and debt balances 
at July 31 
1993 1994 
i (in millions of dollars) 
Cash balances at end of period 
In Canadian dollars 227 1,605 
In foreign currencies 67 14 
Total cash balance 2,394 1,619 
Unimatured debdt balance 
Payable in Canadian dollars — 
Marketable bonds 186,533 216,171 
Canada Savings Bonds 33,026 28,845 
Treasury bills 168,300 166,000 
Other 4,218 3,687 
Subtotal SUWAL TT 414,703 
Less: 
Government’s holdings of unmatured debt 414 442 
Total 391,663 414,261 
Payable in foreign currencies — 
Marketable bonds 2,858 7,792 
Notes and loans 0 0 
Canada bills QIN 7,900 
Subtotal 5,575 15,692 
Less: 
Government’s holdings of unmatured debt 0 
Total unmatured debt 397,238 429,953 
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Financial Results for August 19 | 
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The deficit in August 1994 was estimated at <a 
g Sey 


$1.8 billion, down $1.0 billion from August 1993. ~~ 


* The year-over-year improvement in the deficit 
was attributable to higher budgetary revenues, 
up $0.6 billion, lower program spending, down 
$0.1 biliion, lower public debt charges 
down $0.2 billion. 


¢ The increase in budgetary revenues was due to 
higher personal income tax collections, up 
$0.4 billion, corporate income tax collections, 
up $0.2 billion, non-tax revenues, up $0.2 billion, 
and unemployment insurance premiums, up 
$0.1 billion. The higher collections reflect 
continued improvements in economic output, 
employment and profitability. Excise taxes and 
duties were down, $0.2 billion, due in part to the 
tobacco excise tax reduction in February 1994, 
as well as timing considerations. 


* Lower unemployment insurance benefit 
payments, reduced transfers to other levels of 
government, lower expenditures related to Crown 
corporations, and reduced departmental operating 
expenses contributed to the overall decline in 
program spending. These declines in spending 
reflect the impact of improved economic 
conditions and constraints on spending imposed 
in the February 1994 budget. The decline in 
public debt charges is due to the amortization of 
bond premiums, discounts and commissions, 
which in previous months had been recorded on a 
cash basis. The change in accounting policy for 
such charges was announced in the Annual 
Financial Report for 1993-94. 


Financial Results for April 
to August 1994 
Over the first five months of the fiscal year (April 


to August), the deficit was $4.5 billion lower than 
in the same period in 1993-94. The improvement 
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inthe deficit was due to higher revenues, up 


of 18 


3H billion. Lower program spending more than 
-—offset the increase in public debt. 


The increase in personal income tax 
collections, up $2.7 billion, reflects growth 

in the applicable tax base resulting from the 
employment gains registered since the 
beginning of 1994 and lower personal 

income tax refunds due to the faster processing 
of tax returns by Revenue Canada. About 

$1.8 billion of refunds that processed last 

year in the April to August period were 
processed in March 1994. 


Corporate income tax also registered a 
notable gain in the first four months of 
1994-95, up $1.8 billion, compared to the 
year earlier level, reflecting increases in 
corporate profits. 


Excise taxes and duties were lower, due to 
the timing of collections and the payment 
of refunds and rebates. 


The year-over-year decline in program 
spending was attributable to lower 
expenditures on unemployment insurance 
benefits, defence, and operating and capital 
spending. Transfers to other levels of 
government were up, primarily due to the 
timing of payments. 


Public debt charges advanced by 3.5 per cent, 
primarily due to the increases in interest rates 
on the public debt. 


The improvement in the deficit results to date, 
coupled with the ongoing impact of the 
expenditure restraint measures and the fact that 
increased reserves for contingencies were 
established for 1994-95 in the February 1994 
budget, should ensure that the 1994-95 deficit 
target is met, despite the rise in interest rates. 
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Tables 


Government of Canada 
Summary statement of financial transactions! 


| 


August April to August 
1993 1994 1993-94 1994-95 
(in millions of dollars) 
Budgetary transactions 
Revenues Oy 10,150 42,427 46,649 
Program spending -9,143 -9,055 -45,014 -44,165 
Operating balance 374 1,095 -2,587 2,484 
Public debt charges =o iS -2,927 -16,162 -16,730 
Deficit -2,799 -1,832 -18,749 -14,246 
Non-budgetary transactions 1,386 -152 1,706 -1,071 
Financial requirements (excluding foreign 
exchange transactions) -1,413 -1,984 -17,043 -15,317 
Foreign exchange transactions 2,831 1,263 3,663 11d 
Financial requirements 1,418 -721 -13,380 -12,202 
Unmatured debt transactions -703 524 13,607 11,487 
Note: Data compiled by the Receiver General for Canada. 
! (+) indicates a source of funds, while (-) indicates a requirement for funds. 
Table 2 
Government of Canada 
Detailed statement of budgetary transactions — revenues 
August April to August 
7 1993 1994 1993-94 1994-95 
(in millions of dollars) 
Personal income tax 3,780 4,146 19,285 21,985 
Corporate income tax 824 1,063 3,042 4,843 
Unemployment insurance contributions 1,598 1,678 7,838 8,236 
Non-resident tax 106 100 : 502 STh 
Totai income tax 6,308 6,987 30,667 35,641 
Excise taxes and duties ; 
Goods and Services Tax 1,953 1,911 E473 Sal 
Customs import duties 287 229 lL AOS ih thah7/ 
Sales and excise taxes 695 593 2,924 DEST 
Total excise taxes/duties 2.935 DI 9,662 8,993 
Other tax revenue 21 20 ity) 146 
Total tax revenue 9,264 9,740 40,446 44.780 
Non-tax revenue PSS 410 1,981 1,869 
Total budgetary revenues 9,517 10,150 42,427 46,649 
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Table 3 
Government of Canada 


Detailed statement of budgetary transactions — expenditures 


Total non-budgetary transactions 


August April to August 
1993 1994 1993-94 1994-95 _ 
(in millions of dollars) 
Transfer payments to: 
Persons 
Elderly benefits 1,653 1,724 8,183 8,483 
Unemployment insurance benefits RANTS L233} V2 G2 
Other M9 117 92 590 
Total 3,187 3,074 16,028 15,293 
Other levels of government 
Established Programs Financing 780 763 3,898 3 st 
Fiscal transfers 806 815 4,133 AL OBS 
Canada Assistance Plan 635 J24 3,310 3537 
Total 23320 2,302 11,340 11,554 
Other 
Agriculture Bi, ot 206 Zl 
Indians and Inuit DNS) 225 eS S77 1,604 
Regional development 26 36 83 74 
Science and technology 75 78 260 263 
International assistance 230 158 730 FAS 
Other 332 506 1,982 2,043 
Total 915 1,054 4,798 4,931 
Total transfers 6,422 6,430 32,166 SLI 
Payments to Crown corporations 327 223 1,808 1,741 
Operating and capital expenditures 
Defence 901 953 4,045 3,819 
All other departmental expenditures 1,493 1,449 G95 6,826 
Total 2,394 2,402 11,040 10,645 
Total program spending 9,143 9,055 45,014 44.165 
Public debt charges SSE) SOME 16,162 16,730 
Total budgetary expenditures 12,316 11,982, __ 61,176 . 60,895 
Table 4 
Government of Canada 
Non-budgetary transactions 
August April to August 
1993 1994 1993-945 1994-95 
(in millions of dollars) 
Loans, investments, and advances 
Crown corporations 1 36 888 207 
Other -S1 20 -169 __-196 
Total -50 56 719 {it 
Specified purpose accounts 
Canada Pension Plan Account 183 -305 933 890 
Superannuation accounts -66 -115 1,549 1,663 
Other -190 -110 ll ys eae —_-725 
Total -73 -530 1,092 1,828 
Other transactions 1,509 322 -105 -2,910 
1,386 


-152 1,706 -1,071 


The Fiscal Monitor 


Table 5 


Government of Canada 
Foreign exchange and unmatured debt transactions 


August April to August 


1993 1994 1993-94 1994-95 
(in millions of dollars) 


Foreign exchange transactions 


Net international reserves -1,445 9 mnie? -1,953 
Unmatured debt transactions payable 
in foreign currencies 1,386 44 Sil 5,068 
Total 2,091 1,263 3,663 Salis 
Unmatured debt transactions 
Marketable bonds 1,799 3,400 9,869 18,898 
Canada Savings Bonds -257 -376 -1,601 -2,863 
Treasury bills -2,000 -2,650 4.250 -2,650 
Other 994 43 1,872 2,484 
Subtotal 536 417 14,390 15,869 
Less: 
Government's holding of unmatured debt 147 dol 768 686 
Unmatured debt transactions payable 
in foreign currencies Ao -44 -1,551 -5,068 
Subtotal -1,239 107 -783 -4,382 
Total unmatured debt transactions payable 
in Canadian dollars -703 524 13,607 11,487 
Table 6 
Government of Canada 
Cash, unmatured debt and debt balances 
at August 31 


1093 1994 
. (in millions of dollars) 


Cash balances at end of period 


In Canadian dollars 2,980 1,380 
In foreign currencies 21 100s eee GD 
Total cash balance 3,109 1,422 
Unmatured debt balance 
Payable in Canadian dollars — ‘ 
Marketable bonds 188,333 219,571 
Canada Savings Bonds 32,109 28,468 
Treasury bills 166,300 163,350 
Other 3,826 “(2 2 2a bees 
Subtotal 391,228 415,075 
Less: 
Government’s holdings of unmatured debt 267 290 
Total 390,961 414,785 
Payable in foreign currencies — 
Marketable bonds 2,858 7,792 
Notes and loans 0 0 
Canada bills 4,103 7,944 
Subtotal 6,961 15,736 
Less: | 
Government’s holdings of unmatured debt 0 0 | 
Total unmatured debt 397,922 430,521 | 
avg pene of Finance Ministére des Finances For further information contact: P. DeVries at 996-7397. 
a Canada Cet imprimé est également offert en frangais. 
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Highlights of financial results for September 1994 \g 


Deficit down $0.8 billion in September 1994 
The deficit in September 1994 was estimated at $1.5 billion, down $0.8 billion from September 1993. 


* Most of the year-over-year improvement in the deficit was attributable to higher budgetary revenues, 
which were up $1.0 billion or 10.9 per cent on a year-over-year basis. Program spending was down by 
$0.2 billion, while public debt charges were up $0.4 billion from year earlier levels. 


Deficit for April to September 1994 down $5.1 billion 
__ Over the first six months of the fiscal year, the deficit was $5.1 billion lower than in the same period in 1993-94. 


¢ Budgetary revenues were up $5.0 billion, on a year-over-year basis. About $3 billion of this increase was 
attributable to the impact of one-time factors, with higher corporate income tax collections accounting 
for most of the remaining increase. 


¢ Program spending was $1.1 billion lower, primarily due to lower expenditures on unemployment insurance 
benefits and the impact of the February 1994 budget cuts on defence and departmental operating costs. 


° Public debt charges were up by $1.0 billion, reflecting the impact of the increase in the higher interest 
rates associated with servicing that debt. 


_ Deficit outlook for 1994-95 remains unchanged 


- In the recently released economic and fiscal update document ented Crates a Healthy Fiscal Climate, 
the deficit for the year as a whole was estimated at $39.7 billion, down $2.3 billion from the final outcome 
for 1993-94. 


The financial results to date suggest that the final deficit outcome for 1994-95 could be somewhat lower 
_ than $39.7 billion. However, a simple extrapolation of the deficit results to date would be inappropriate 
, for two reasons. 


_ © First, about half of the revenue gain seocuance! to date relates to one-time factors, which will not be 
repeated in the second half of the year. © 


© Second, current developments suggest that interest rates in the second half of the fiscal year will be 

well above the relatively low levels that prevailed in the corresponding period of 1993-94. The stock of 
debt will also be much higher. As a result, public debt charges should record larger increases than 
experienced in the first half. 


These factors were taken into account in deriving the $39.7 billion deficit estimate for the 1994-95 fiscal year. 


Renadh ® 
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Table | 
Summary statement of financial transactions 


September April to September 


LOU8 1994 1993-94 1994-95 


(in millions of dollars) 


Budgetary transactions 


Revenues (Ona LS3 D2,099 D198 
Program spending -9,289 -9,086 -54,303 =J 3,20 
Operating balance 882 2,097) -1,704 4,345 
Public debt charges ona -3,556 -19,334 -20,285 
Deficit -2,290 -1,459 -21,038 -15,940 
Non-budgetary transactions 451 -182 PEASY) -1,017 
Financial requirements (excluding foreign 
exchange transactions) -1,839 -1,641 -18,879 -16,957 
Foreign exchange transactions: 
net source (+)/requirements (-) -1,156 -2,073 2507 1,042 
Total financial requirements -2,995 -3,714 -16,372 -15,915 
Unmatured debt transactions 1,004 =e Oe 14,610 15,209 


The distribution of monthly budgetary revenues by 
The federal deficit - source for the period April 1994 to August 1994 
1993-94 and 1994-95 has been changed to correct for systems problems 
encountered by Public Works and Government 


Year to date Services Canada and Revenue Canada. These 


billions ofdollars changes affect the distribution of tax revenue but 

eS rrr—<Crsrss—ai‘OSOCSOCOSS have only a marginal impact on the reported deficit. 
The revised figures are presented at the end of 

40 __. 1994-05 this report. 


1993-94 


35 


Budgetary revenues up 


On a year-over-year basis, budgetary revenues over 
the April 1994 to September 1994 period increased 
by $5.0 billion (9.5 per cent). Most of this increase 
was attributable to higher personal income tax 
collections, up $3.1 billion. However, this increase 
was largely due to lower personal income tax refunds 
for the 1993 taxation year which were down 

$2.5 billion. This resulted from: 


¢ the faster processing of tax returns in March 1994, 
First Second Third Fourth Fiscal . i 
querer’ “Guae® quader © queries | year thereby moving returns which would have been 
processed in the first half of the current fiscal year 
into the previous fiscal year; and 


* the restructuring of the child benefit system, 
whereby benefits are now paid on a monthly basis 
through the Child Tax Benefit; in previous years, 
part of benefit was paid at the time of tax filing 
and included in refunds paid. 
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Table 2 
Budgetary revenues 


Income taxes 
Personal income tax 
Corporate income tax 
Unemployment insurance contributions 
Non-resident tax 


Total income tax 


Excise taxes and duties 
Goods and Services Tax 
Customs import duties 
Sales and excise taxes 


Total excise taxes and duties 


Other 
Other tax revenue 
Non-tax revenue 


Total other revenues 


Total budgetary revenues 


Excluding the impact of these one-time factors, 
personal income tax collections to date are up only 
marginally from last year. 


Corporate income tax collections increased by 
$1.4 billion in the first half of 1994-95. This 
reflected both increased corporate profits and 
substantially lower refunds. 


Unemployment insurance premium contributions 
were up $0.5 billion, due to higher premium rates 
in 1994 than in 1993, an increase in maximum 
insurable earnings and higher employment. 


Total excise taxes and duties in the first half of 
1994-95 were virtually unchanged from year earlier 
collections. Goods and Services Tax (GST) 
collections were down 2.2 per cent on a year-over- 
year basis. Customs import duties were up strongly, 
reflecting the strong growth in the value of imports. 
Sales and excise taxes were down marginally as the 
impact of the reductions in the tobacco excise tax 
announced on February 8, 1994 was largely offset 
by strong advances in energy excise taxes. 


September April to September 
Percent 
1993 1994 1993-94 1994-95 change 
(in millions of dollars) % 
5,444 you! 24,729 21,198 12.8 
223 714 31205 4,701 44.0 
1,603 1.672 9,441 OOF 4.9 
70 68 571 639 ey 
7,340 8,045 38,006 43,045 133 
1,561 1,400 7,034 6,880 -2.2 
Sule} 414 | owe) 1,696 7.4 
501 770 3,425 3,406 -0.6 
News) 2,584 12,038 19 s2 -0.5 
4 16 121 162 Bish) 
452 539 2,434 2,407 -1.1 
456 359 259 209 0.5 
HOR yal 11,183 Bye! Ses Hi oS 
Budgetary revenues 


_ 1993-94 and 1994-95 | 


50 


— 30 
- 20 


19 


Total 


_ April to September — 
_ Year-over-year growth 


per cent chang 


THE 1003-04 


40 


[_] 1994-95. : 


Personal Other 


income tax 


Corporate 
income 
tax 
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Table 3 
Budgetary expenditures 


Transfers payments to 
Persons 
Elderly benefits 
Unemployment insurance benefits 
Veterans’ pensions/allowances 


Total 


Other levels of government 
Established Programs Financing 
Fiscal transfers 
Canada Assistance Plan 


Total 


Other 
Agricultural subsidies 
Indian and Inuit programs 
Regional development 
Science and Technology 
International assistance 
Other 


Total 


Total transfers 


Payments to Crown corporations 
Canadian Broadcasting Corporation 
Canada Mortgage and Housing 

Corporation 
Other 


Total 


Operating and capital expenditures 
Defence 
All other departmental expenditures 


Total 


Total program expenditures 


Public debt charges 


Total budgetary expenditures 


September 


1993 


1994 


April to September 


1993-94 1994-95 


(in millions of dollars) 


1,660 1,706 
1,221 1,030 
117 123 
2,998 2,859 
780 763 
840 829 
637 893 
2,256 2,485 
30 ai 
230 235 
44 45 
36 35 
85 109 
821 494 
1,245 955 
6,500 6,299 
107 130 
156 164 
109 147 
372 441 
926 850 
1,491 1,496 
2,417 2,346 
9,289 9,086 
arg 3,556 
12,461 12,642 


9,843 10,190 
8,473 F250 
709 713 
19,026 18,153 
4,678 4,545 
4,973 5,064 
3,946 4,430 
13,597, 14,039 
235 268 
1,767 1,840 
128 102 
295 298 
815 824 
2,802 2555 
6,042 5,887 
38,665 38,079 
595 598 
860 844 
TPs) 740 
2,180 2182 
4,971 4,670 
8,487 S321 
13,458 1 
54,303 S3,202 
19,334 20265 
(Boe y: feisey) 


Percent 
change 
% 


4.9 


-0.1 
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Budgetary expenditures 
1993-94 and 1994-95 


April to September 
_ Year-over-year growth 


per cent change > 
8 


ae HE 1909-94 
[ _] 1994-95 


Total Public debt - Program 
charges _ spending 


Budgetary expenditures down slightly 


In the first half of 1994-95, total budgetary 
expenditures were down 0.1 per cent, on a year-over- 
year basis, as lower program spending offset 
increases in public debt charges. 


Public debt charges up 


The increase in public debt charges of 4.9 per cent 
reflects the impact of higher interest rates and 
increases in the stock of debt. Public debt charges are 
expected to increase more rapidly over the remaining 
months of 1994-95, given the rollover of debt at 
higher interest rates. 


Program spending lower 


Program spending declined by $1.0 billion 

(1.9 per cent) in the April 1994 to September 1994 
period, compared to the same period in 1993-94. 
This decline reflects a number of factors: 


* lower unemployment insurance benefits, down 
14.4 per cent, reflecting a decline in the number 
of persons eligible for unemployment insurance 


benefits and the impact of the December 1992 
Economic and Fiscal and February 1994 budget 
measures; 


¢ lower transfer payments to provinces under 
Established Programs Financing. This 1s due to the 
ongoing impact of restraint measures announced in 
previous budgets; 


¢ lower subsidy and other transfer payments due 
to the impact of the restraint measures announced 
in the last budget; 


* lower defence spending, due to the impact of 
restraint measures and the timing of payments; and 


¢ lower spending on operating and capital by the 
non-defence departments, also reflecting the 
impact of restraint measures announced in the 
last budget. 


In contrast, increases were recorded in elderly benefits 
and in other transfers to provinces, especially the 
Canada Assistance Plan. The growth in transfers under 
the Canada Assistance Plan primarily reflects the timing 
of payments to the non-equalization receiving provinces 
and is expected to moderate substantially over the 
coming months, given the impact of current restraint 
measures on such transfers. Payments to Crown 
corporations were largely unchanged from year 

earlier levels. 


Financial requirements lower 


Financial requirements measure the amount by which 
cash going out from the Government exceeds cash 
coming in. Financial requirements are lower than the 
deficit, as they also include the net source of funds 
from non-budgetary transactions. The latter includes 
transactions in loans, investments and advances, 
government employees’ pension accounts, other 
specified accounts, and other financial assets 

and liabilities. 


Non-budgetary transactions in the April 1994 to 
September 1994 period resulted in a net requirement 
of funds amounting to $1.0 billion, compared to a net 
source of $2.2 billion recorded in the corresponding 
period of 1993-94. This swing in net requirements 
primarily relates to an increase in the selling of bonds 
at discount. Such discounts are amortized over the 
life of the bond as part of public debt charges, but 
reported on a cash basis as part of non-budgetary 
transactions. 
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Table 4 
The deficit and financial requirements 


September April to September 


1993 1994 1993-94 1994-95 
(in millions of dollars) 


Deficit -2,290 -1,452 -21,038 -15,934 
Loans, investments, and advances 
Crown corporations 138 144 O24 350 
Other 62 -25 -107 -220 
Total 200 IES 920 130 
Specified purpose accounts 
Canada Pension Plan Account -17 -167 916 23 
Superannuation accounts 2,134 2207 3,683 3,929 
Other 554 mei -835 -187 
Total 2,071 2,631 3,764 4,465 
Other transactions -2,420 -2,938 2,29 -5,619 
Total non-budgetary transactions 45] -188 Doo -1,024 
Financial requirements 
(excluding foreign exchange transactions) -1,839 - 1,640 -18,879 -16,958 
Table 5 
Financial requirements, foreign exchange and unmatured debt transactions 
September April to September 
1993 1994 1993-94 1994-95 


(in millions of dollars) 
Financial requirements 


(excluding foreign exchange transactions) -1,839 -1,640 -18,879 -16,958 
Foreign exchange transactions 
Net international reserves slyly -588 395 -2,54] 
Unmatured debt transactions 
payable in foreign currencies 561 -1,485 PsN dle? 3,583 
Total -1,156 We AUS 2507 1,042 
Total financial requirements -2,995 -3,713 -16,372 -15,916 
Unmatured debt transactions 
Marketable bonds 1,950 OTS 11,818 20,814 
Canada Savings Bonds -215 -258 -1,816 =3, 129 
Treasury bills -850 1,950 3,400 -700 
Other 560 -1,486 2.432 998 
Subtotal 1,445 PAPA! 15,834 17,999 
Less: 
Government’s holding of unmatured debt 120 116 888 801 
Unmatured debt transactions payable in } 
foreign currency -561 1,485 =. ble -3,583 
Subtotal -44] 1,601 -1,224 -2,782 
Total unmatured debt transactions payable 
in Canadian dollars 1,004 COR 14,610 15,209 


Change in cash balance -1,99] 9 -1,762 -707 | 
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Table 6 
Cash, unmatured debt and debt balances 


Cash balances at end of period 
In Canadian dollars 
In foreign currencies 
Total cash balance 


Unmatured debt balance 
Payable in Canadian dollars 
Marketable bonds 
Canada Savings Bonds 
Treasury bills 
Other 
Subtotal 
Less: 
Government’s holdings of unmatured debt 
Total 
Payable in foreign currencies 
Marketable bonds 
Notes and loans 
Canada bills 
Subtotal 
Less: 
Government’s holdings of unmatured debt 


Total unmatured debt 


As a result, financial requirements, excluding foreign 
exchange transactions, amounted to $17.0 billion in 
the first half of 1994-95, down $1.8 billion from that 
recorded in the same period in 1993-94. 


The purpose of the Exchange Fund Account is to 
promote order and stability in the foreign exchange 
market. It fulfils this function by buying foreign 
exchange (selling Canadian dollars) when there is 
upward pressure on the value of the Canadian dollar 
and selling foreign exchange (buying Canadian 
dollars) when there is downward pressure on 

the currency. 


In the first half of 1994-95, foreign exchange 
transactions provided a net source of funds 
amounting to $1.0 billion, down $1.5 billion from 
the first half of 1993-94. 


at September 30 


1993 1994 
(in millions of dollars) 


1,072 1,406 
AT 25 
1,119 1,431 
190,283 221,486 
32,553 28,210 
165,450 165,300 
3,825 3,686 
392,111 418,682 
ies rary 174 
391,964 418,508 
2,858 7,792 

0 0 

4,664 6,459 
F522 14,251 

0 0 
399,486 432,759 


As a result, total financial requirements, including 
foreign exchange transactions, were $15.9 billion in 
the first half of 1994-95, down $0.4 from the net 
requirement in the same period last year. 


To finance these requirements, the Government 
borrows from the private sector and/or draws down 
its cash reserves. Total borrowing from the private 
sector (unmatured debt transactions) amounted to 
$15.2 billion in the first half of 1994-95, up 

$0.6 billion from that borrowed on financial markets 
during the same period last year. Cash balances, as 
of September 30, 1994, stood at $1.4 billion, up 
$0.3 billion from September 30, 1993. 
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Table 7 
Restatement of monthly statements of financial operations — 1994 
April May June July August 
(in millions of dollars) 


Budgetary revenues 
Income taxes 


Personal income tax 3,639 5,039 4,443 4,909 > Avni. 
Corporate income tax 366 867 1,010 968 776 
Unemployment insurance premiums 1,581 [625 1,660 1,691 1,678 
Non-resident tax {lai 97 83 Lae 99 
Total income tax Oi 7,628 7,196 7,745 6,730 
Excise taxes and duties 
Goods and Services Tax 126 1,603 Leo 631 1,743 
Customs import duties 156 249 280 303 294 
Sales and excise taxes 46 758 586 504 Tae 
Total excise taxes and duties 328 2,610 2,243 1,438 2 TIS 
Other 
Other tax revenue 43 29 Dy 29 20 
Non-tax revenue 3: 276 264 — LA 475 Aran 2 All 
Total other revenues 319 293 500 473 431 
Total budgetary revenues 6,348 LOSS 9,939 9,656 9,940 
Budgetary expenditures Meso2 12,161 12,845 1253535 LE 932 
Deficit -5,204 - 1,630 -2,906 -2,699 -2,042 
Non-budgetary transactions 
Loans, investments, and advances -257 -95 '-78 385 56 
Specified purpose accounts -570 650 1,700 604 -549 
Other transactions -669 -93 -3,444 974 Sol 
Total -1,496 462 =1eG22 1,963 58 
Financial requirements (excluding 
foreign exchange transactions) -6,700 -1,168 -4,728 -736 -1,984 


Normally the Fiscal Monitor for the end of each quarter contains details on the Debt Servicing and Reduction Account. Space limitations do not 
permit their publication in this issue. Details will made available upon request. For further information contact: P. DeVries at 996-7397. 
Cet imprimé est également offert en francais. November 1994 
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Financial Results for 
October 1994 


The deficit in October 1994 was estimated at 
$3.3 billion, down $0.6 billion from October 1993. 


e The year-over-year improvement in the deficit 
was attributable to higher budgetary revenues, 
up $0.9 billion or 11.0 per cent. Program 
spending was down slightly while public debt 
charges were up $0.4 billion, or 13.7 per cent, 
from the year earlier level. 


¢ The increase in budgetary revenues was due to 
higher corporate income tax collections, up 
$0.3 billion, Goods and Services Tax revenues, 
up $0.3 billion, and unemployment insurance 
premiums, up $0.2 billion. The higher 
collections reflect continued improvements 
in economic output, employment, and 
profitability. 


¢ Lower unemployment insurance benefit 
payments, decreased expenditures related to 
Crown corporations, and reduced departmental 
operating expenses, including defence, 
contributed to the overall decline in program 
spending. These declines in spending reflect 
the impact of improved economic conditions 
and constraints on spending imposed in the 
February 1994 budget. These declines, 
however, were largely offset by higher elderly 
benefit payments and increased tranfers to 
other levels of government, the latter primarily 
reflecting the impact of prior-year adjustments. 
The increase in public debt charges resulted 
from higher interest rates and the costs 
associated with servicing a higher stock 
of debt. 


Financial Results for April 


to October 1994 


Over the seven months of the fiscal year (April to 
October), the deficit was $5.7 billion lower than in 
the same period in 1993-94. The improvement in 
the deficit was due to higher revenues, up 

$5.9 billion or 9.7 per cent, and lower program 
spending, down $1.1 billion or 1.8 per cent. Public 
debt charges were up $1.4 billion or 6.1 per cent. 


¢ About half of the increase in budgetary revenues 
was attributable to the impact of one-time factors, 
including the faster processing of personal income 
tax returns by Revenue Canada in March 1994 — 
which resulted in lower personal income tax 
refunds in the first half of 1994-95 — and the 
ending of transitional costs associated with the 
restructuring of the child benefit system. Higher 
corporate income tax collections and increased 
unemployment premiums accounted for most of 
the remaining increase in overall revenues. 


e The decline in program spending was due to 
lower expenditures on unemployment insurance 
benefits and the impact of the February 1994 
budget cuts on defence and departmental 
operating costs. 


¢ The increase in public debt charges reflected the 
increase in the debt and higher interest rates 
associated with servicing that debt. 


The financial results to date suggest that the 
final deficit outcome for 1994-95 could be 
somewhat lower than $39.7 billion. The final 
outcome, however, will largely depend upon 
the impact of current interest rate developments 
and end-of-year adjustments. 


| 


Canada 
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Table | 


Government of Canada 
Summary statement of financial transactions! 


October April to October 


1993 1994 1993-94 1994-95 
(in millions of dollars) 


Budgetary transactions 


Revenues 8,622 Vel 61,221 67,167 
Program spending -9,520 -9,43] -63,823 -62,683 
Operating balance -898 140 -2,602 4,484 
Public debt charges -3,029 -3,445 -22,363 -23,730 
Deficit -3,927 -3,305 -24,965 -19,246 
Non-budgetary transactions 1,045 1,588 3,203 570 
Financial requirements (excluding foreign 
exchange transactions) -2,882 -1,717 -21,762 -18,676 
Foreign exchange transactions 500 -618 3,007 424 
Financial requirements -2,382 -2,335 -18,755 -18,252 
Unmatured debt transactions 4,194 2126 18,805 i fero¥e 5) 


Note: Data compiled by the Receiver General for Canada. 
' (4) indicates a source of funds, while (-) indicates a requirement for funds. 


Table 2 


Government of Canada 
Detailed statement of budgetary transactions — revenues 


October April to October 


1993 1994 1993-94 1994-95 
(in millions of dollars) 


Personal income tax A SHS 4,494 29,102 32,292 
Corporate income tax 501 839 3,766 5,541 
Unemployment insurance contributions 1,500 1,692 10,941 11,599 
Non-resident tax 101 109 673 TAT 
Total income tax 6,475 Woh 3 44,482 50,179 
Excise taxes and duties 
Goods and Services Tax fos 1,063 7,788 7,944 
Customs import duties 310 321 1,889 2,016 
Sales and excise taxes 649 714 4,074 AIO 
Total excise taxes/duties LW 2,098 S75 14,081 
Other tax revenue 54 20 Ws 182m 
Total tax revenue 8,241 Oe 58,408 64,442 
Non-tax revenue 381 319 PE os 2,125 


Total budgetary revenues 022° 9,571 G2721 67,1679 
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Table 3 
Government of Canada 


Detailed statement of budgetary transactions — expenditures 


Total non-budgetary transactions 


October April to October 
1993 1994 1993-94 1994-95 
(in millions of dollars) 
Transfer payments to: 
Persons 
Elderly benefits 1,664 Ly 11,508 11,906 
Unemployment insurance benefits ie 1,008 9,644 8,258 
Other 123 120 833 833 
Total 2,960 2,845 21,986 20,997 
Other levels of government 
Established Programs Financing 790 1,043 5,468 5,588 
Fiscal transfers 696 786 5,669 5,850 
Canada Assistance Plan 894 q7i2 4.840 5,142 
Total 2,380 2,541 (S.O77: 16,580 
Other 
Agriculture 29 24 264 293 
Indians and Inuit 228 201 1,995 2,041 
Regional development 26 3] 153 Di 
Science and technology 68 gal 364 370 
International assistance 261 286 1,076 1,110 
Other 448 707 3,248 33216 
Total 1,060 eye 7,100 7,206 
Total transfers 6,400 6,706 45,063 44.784 
Payments to Crown corporations 407 340 2,588 Peer 
Operating and capital expenditures 
Defence 1,026 870 5,997) 5,540 
All other departmental expenditures 1,687 Sal) NOMAS 9.837 
Total 25113 2,385 L6zb72 Wee 7/7) 
Total program spending 77520, 9,431 63,823 62,683 
Public debt charges 3,029 3,445 22,363 23,730 
Total budgetary expenditures 12,549 12,876 86,186 86,413 
Table 4 
Government of Canada 
Non-budgetary transactions 
October April to October 
1993 1994 1993-94 1994-95 
(in millions of dollars) 
Loans, investments, and advances 
Crown corporations 63 33 1,089 384 
Other -33 -23 -139 -244 
Total 30 10 950 140 
Specified purpose accounts 
Canada Pension Plan Account 254 246 PATO 969 
Superannuation accounts -103 -125 3,019 3,804 
Other -171 191 -1,006 1] 
Total -20 312 3,743 4,784 
Other transactions 1,035 1,266 -1,490 -4,354 
1,045 1,588 3,203 570 
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Table 5 
Government of Canada 


Foreign exchange and unmatured debt transactions 


October April to October 
1993 1994 1993-94 1994-95 
(in millions of dollars) 
Foreign exchange transactions 
Net international reserves -68 1 393 -286 -2,148 
Unmatured debt transactions payable 
in foreign currencies 1,181 AOU 3,293 2,512 
Total 500 -618 3,007 424 
Unmatured debt transactions 
Marketable bonds 874 -700 12,693 20,114 
Canada Savings Bonds -332 -374 -2,148 -3,495 
Treasury bills 3,850 B50) 7,250 2,650 
Other 898 -1,205 Bee) -207 
Subtotal 2,290 POvA PANEA WPS 19,062 
Less: 
Government’s holding of unmatured debt 85 44 OHS: 845 
Unmatured debt transactions payable 
in foreign currencies est 1,011 -3,293 2) 
Subtotal -1,096 055 =2,52() -1,727 
Total unmatured debt transactions payable 
in Canadian dollars 4,194 2126 18,805 lf 335 
Table 6 
Government of Canada 
Cash, unmatured debt and debt balances 
at October 31 
1993 1994 
(in millions of dollars) 
Cash balances at end of period 
In Canadian dollars 2,894 Heels 
In foreign currencies 36 7 
Total cash balance 2,930 1,222 
Unmatured debt balance 
Payable in Canadian dollars — 
Marketable bonds 191,158 220,786 
Canada Savings Bonds B2,221 27,850 
Treasury bills 169,300 168,650 
Other 3,542 3,492 
Subtotal 396,221 420,765 
Less: : 
Government’s holdings of unmatured debt 62 131 
Total 396,159 420,634 
Payable in foreign currencies — 
Marketable bonds 2,858 7,192 
Notes and loans O 0 
Canada bills 5,845 5,448 
Subtotal 8.703 13,240 
Less: 
Government’s holdings of unmatured debt 0) 0 
Total unmatured debt 404,862 433,874 
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‘inancial Results for November 1994 


‘he deficit in November 1994 was estimated at 

2.8 billion, up $0.7 billion from November 1993. 
‘his increase in the deficit was expected and in part 
slates to timing considerations. 


The year-over-year increase in the deficit 

was attributable to higher public debt charges, 

up $0.4 billion or 13.0 per cent, and increased 
program spending, up $0.3 billion or 3.5 per cent. 
Budgetary revenues were virtually unchanged 
from year earlier levels. 


The increase in public debt charges resulted from 
higher interest rates and the costs associated with 
servicing a higher stock of debt. 


Most of the increase in program spending was 
attributable to the timing of federal government 
employees’ pay periods. For the majority of 
federal government employees, pay periods are 
once every two weeks. As a result, there are three 
pay periods within one month twice during the 
course of the year. In 1994, this occurred in June 
and November, whereas in 1993, this occurred in 
June and December. 


Higher corporate income tax collections and non- 
tax receipts offset declines in personal income tax 
collections, unemployment insurance premiums 
and indirect tax revenues. The decline in personal 
income tax collections primarily reflects the 
timing of tax receipts. 


Although Goods and Service Tax (GST) 
collections were up sharply in November 1994, 
most of the increase was attributable to the 
reallocation of revenues between GST and sales 
and excise taxes by Revenue Canada to correct 
for misallocations in previous months. These 
changes put the year-to-date figures in line with 
changes in the tax bases and rates. 


Financial Results for April to 
November 1994 


Over the eight months of the fiscal year (April to 
November), the deficit was $5.1 billion lower than 
in the same period in 1993-94. The improvement 
in the deficit was due to higher revenues, up 

$6.0 billion or 8.4 per cent, and lower program 
spending, down $0.8 billion or 1.1 per cent. Public 
debt charges were up $1.8 billion or 6.9 per cent. 


¢ About half of the increase in budgetary 
revenues was attributable to the impact of one- 
time factors, including the faster processing of 
personal income tax returns by Revenue Canada 
in March 1994 — which resulted in lower personal 
income tax refunds in the first half of 1994-95 — 
and the ending of transitional costs associated 
with the restructuring of the child benefit 
system. Higher corporate income tax collec- 
tions and increased unemployment premiums 
accounted for most of the remaining increase 
in overall revenues. 


¢ The decline in program spending was due to 
lower expenditures on unemployment insurance 
benefits and the impact of the February 1994 
budget cuts on defence and departmental 
operating costs. 


¢ The increase in public debt charges reflects 
the increase in the debt and higher interest rates 
associated with servicing that debt. 


The financial results to date suggest that the 

final deficit outcome for 1994-95 could be some- 
what lower than $39.7 billion. The final outcome, 
however, will largely depend upon the impact 
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Table | 


Government of Canada 
Summary statement of financial transactions! 


November April to November 
1993 1994 1993-94 1994-95 
(in millions of dollars) 
Budgetary transactions 
Revenues 10,180 10,226 71,400 77,394 
Program spending -9,227 -9,549 -73,051 Ps) 
Operating balance 953 677 -1,651 SE lGs 
Public debt charges -3,053 -3,450 -25,416 -27,180 
Deficit -2,100 Pa ST -27,067 -22,017 
Non-budgetary transactions -1,265 789 1,938 1,359 
Financial requirements (excluding foreign 
exchange transactions) -3,365 -1,984 -25,129 -20,658 
Foreign exchange transactions 295 38 4,302 463 
Financial requirements -2,070 -1,946 -20,827 -20,195 
Unmatured debt transactions 1,288 1,983 20,092 195318 
Note: Data compiled by the Receiver General for Canada. 
| (+) indicates a source of funds, while (-) indicates a requirement for funds. 
Table 2 
Government of Canada 
Detailed statement of budgetary transactions — revenues 
November April to November 
1993 1994 1993-94 1994-95 
(in millions of dollars) 
Personal income tax 4,671 4,521 33,7 04 36,813 
Corporate income tax 800 979 4,567 6,520 
Unemployment insurance contributions 1,427 1,406 12,368 13,005 
Non-resident tax 95 102 768 849 
Total income tax 6,993 7,008 51,477 57,187 
Excise taxes and duties 
Goods and Services Tax 1,783 2,264 9,520 10,208 
Customs import duties 400 318 Epa, 2,334 
Sales and excise taxes 716 Wa 4,790 4,292 
Total excise taxes/duties 2,849 2,754 16,599 16,834 
Other tax revenue 9 13 184 195 
Total tax revenue 9,851 OTIS 68,260 74,216 
Non-tax revenue 329 451 3,140 3,178 
Total budgetary revenues 10,180 10,226 71,400 77,394 | 
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Table 3 
Government of Canada 


Detailed statement of budgetary transactions — expenditures 


November April to November 


198 1994 1993-94 1994-95 


(in millions of dollars) 


Transfer payments to: 
Persons 
Elderly benefits 
Unemployment insurance benefits 
Other 
Total 


Other levels of government 
Established Programs Financing 
Fiscal transfers 
Canada Assistance Plan 
Total 


Other 
Agriculture 
Indians and Inuit 
Regional development 
Science and technology 
International assistance 
Other 
Total 


Total transfers 
Payments to Crown corporations 


Operating and capital expenditures 
Defence 
All other departmental expenditures 
Total 

Total program spending 

Public debt charges 

Total budgetary expenditures 


Table 4 


Government of Canada 
Non-budgetary transactions 


Loans, investments, and advances 
Crown corporations 
Other 
Total 

Specified purpose accounts 


Canada Pension Plan Account 
Superannuation accounts 
Other 

Total 


Other transactions 


Total non-budgetary transactions 


1,673 
1,314 

118 
3,106 


891 
682 
805 
2,318 


146 
195 
43 

3) 
167 
426 
1,014 
6,498 


336 


857 
1536 
2,399 


Oa 
3,053 
12,280 


November 
1993 


1,730 
1,101 

118 
2,949 


811 
734 
780 
229 


130 
224 
4-4 
oy 
136 
a3] 
ihe 


6,384 
349 


990 
1,826 
2,816 


9,549 
3,450 
2999 


1994 


13.18 13,037, 
10,958 9,360 
952 951 
25,091 23,946 
6,359 6,399 
G51 6,584 
5,645 a2 
183335 18,905 
418 422 
PAD 2,209 
196 23 
402 409 
1,243 1,246 
3,668 3,765 
8,116 8,319 
51,563 aio 
2,924 PRG 02 
6,854 6,530 
11,710 IEOS9 
18,564 18,189 
73,05) PEPER 
25,416 27,180 
98,467 99,411 


April to November 


1993-94 


(in millions of dollars) 


144 
-14 
130 


-312 
-66 
-51 

-429 

1,088 


789 


ad 
-108 
463 


329 
B57 
-885 
pe Me) 
-1,502 


Mei) 


1994-95 


ao] 
-257 
270 


657 
3,738 
-40 
4,355 
-3,266 


1359 
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Table 5 
Government of Canada 


Foreign exchange and unmatured debt transactions 


Foreign exchange transactions 
Net international reserves 
Unmatured debt transactions payable 
in foreign currencies 
Total 
Unmatured debt transactions 
Marketable bonds 
Canada Savings Bonds 
Treasury bills 
Other 
Subtotal 
Less: 
Government’s holding of unmatured debt 
Unmatured debt transactions payable 
in foreign currencies 
Subtotal 


Total unmatured debt transactions payable 
in Canadian dollars 


Table 6 


Government of Canada 
Cash, unmatured debt and debt balances 


L993 


1,962 


-667 
15295 


Cash balances at end of period 
In Canadian dollars 
In foreign currencies 
Total cash balance 
Unmatured debt balance 
Payable in Canadian dollars — 
Marketable bonds 
Canada Savings Bonds 
Treasury bills 
Other 
Subtotal 
esse 
Government’s holdings of unmatured debt 
Total 


Payable in foreign currencies — 
Marketable bonds 
Notes and loans 
Canada bills 


Subtotal 
Less: 


Government’s holdings of unmatured debt 


Total unmatured debt 


November 


April to November 
1994 1993-94 1994-95 
(in millions of dollars) 
WHS L677 =ll.37/2 
=(37 DAGDS) 1,835 
38 4,302 463 
3,301 13,784 23,414 
5,963 = {| 2a 2,469 
-6,050 6,850 -3,400 
-738 3,729 -945 
2,476 23,149 Dil Ses 
eS () -432 -385 
W7 -2,625 -1,835 
-493 =3,057/ =2.220 
1,983 20,092 19,318 
at November 30 
1993 1994 
(in millions of dollars) 
2,074 1,188 
Ws 72 
2 NANT) 1,260 
} 193,058 224,086 
331,154! 33,800 
168,900 162,600 
3,800 3,491 
398,912 423,977 
1,467 1,350 
397,445 422,626 
2,049 7,19Zm 
0. 
5,986 4,711 | 
8,035 12,503 ' 
0 07 
435,129 


405,480 
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Highlights of financial results for December 1994 


Deficit down $1.0 billion in December 1994 
The deficit in December 1994 was estimated at $1.1 billion, down $1.0 billion from December 1993. 


¢ The year-over-year improvement in the deficit was attributable to higher personal and corporate income tax 
collections, increased unemployment insurance premiums and lower program spending. The increase in 
personal and corporate income tax collections reflected improved employment and profitability, while the 
higher unemployment insurance premiums were due to prior-year adjustments which dampened the 
December 1993 results. The decline in program spending primarily related to the timing factors relating to 
federal government employees’ pay periods. In December 1994, there were two pay periods, while in 
December 1993, there were three pay periods. 


Deficit for April to December 1994 down $6.0 billion 
Over the first nine months of the fiscal year, the deficit was $6.0 billion lower than in the same period in 1993-94. 


¢ Budgetary revenues were up $6.7 billion, on a year-over-year basis. About $3 billion of this increase was 
attributable to the impact of one-time factors, including the faster processing of personal income tax returns 
by Revenue Canada in March 1994 — which resulted in lower personal income tax refunds in the first half 
of 1994-95 — and the ending of transitional costs associated with the restructuring of the child benefit 
system. Higher corporate income tax collections accounted for a large portion of the remaining increase in 
overall revenues. 


¢ Program spending was $1.3 billion lower, due to lower expenditures on unemployment insurance benefits 
and the impact of the February 1994 budget cuts on defence and departmental operating costs. 


¢ Public debt charges were up by $2.0 billion, reflecting the increase in the debt and higher interest rates 
associated with servicing that debt. 


Deficit outlook for 1994-95 lower than forecast 


In the October 18, 1994 economic and fiscal update document entitled “Creating a Healthy Fiscal Climate”, 
the deficit for the year as a whole was estimated at $39.7 billion, down $2.3 billion from the final outcome 
for 1993-94. 


The improvement of $6.0 billion in the deficit results to date suggests that the final deficit outcome for 
1994-95 should be lower than $39.7 billion. The final deficit outcome for 1994-95 will be dependent upon 
interest rates developments and end-of-year accounting adjustments. A revised estimate will be provided in the 
upcoming budget. 
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Table 1 


Summary statement of transactions 


December April to December 


1993 1994 1993-94 1994-95 


Budgetary transactions 


Revenues 
Program spending 
Operating surplus 


Public debt charges 


Deficit 


Non-budgetary transactions 


Financial requirements (excluding 
foreign exchange transactions) 


Foreign exchange transactions: 
net source (+)/requirements (-) 


Total financial requirements 


Unmatured debt transactions 


(in millions of dollars) 


11,636 12,386 83,037 893779 
-10,228 -9,757 -83,279 -81,988 
1,408 2,029 -242 TIN 
-3,510 -3,741 -28,926 -30,921 
-2,102 -1,112 -29,168 -23,130 
-242 -288 G25 1,072 
-2,344 -1,400 -27,473 -22,058 
1,425 4,473 Seal 4,936 
-919 2.073 -21,746 -17,122 
1,760 -1,101 21852 18.217 


The federal deficit 


1993-94 and 1994-95 


Year to date 


billions of dollars 


45 


40 4994.05 
a. | 1993-94 


30 
25 
20 
15 
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| Ee 


First Second 
quarter quarter 


Third 
quarter 


Fourth 
quarter 


Fiscal 
year 


Budgetary revenues up 


On a year-over-year basis, budgetary revenues over 
the April 1994 to December 1994 period increased by 
$6.7 billion (8.1 per cent). Higher personal income 
tax collections accounted for $3.3 billion of this 
increase. However, this increase was due largely to 
lower personal income tax refunds for the 1993 
taxation year, which were down $2.5 billion. This 
resulted from: 


¢ the faster processing of tax returns in March 1994, 
thereby moving returns which would have been 
processed in the first half of the current fiscal year 
into the previous fiscal year; and, 


¢ the restructuring of the child benefit system, 
whereby benefits are now paid on a monthly basis 
through the Child Tax Benefit; in previous years, 
part of the benefit was paid at the time of tax filing 
and included in refunds paid. 


Excluding the impact of these one-time factors, 
personal income tax collections to date are up only 
marginally from last year. 
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Table 2 
Budgetary revenues 


December April to December 
Per cent 
1993 1994 1993-94 1994-95 change 
(in millions of dollars) (%) 

Income taxes 

Personal income tax 5,927 6,147 39,700 42,960 8 

Corporate income tax 897 L075 5,464 e595 39.0 

Unemployment insurance contributions 1,388 1,651 [3/36 14,656 6.5 

Non-resident tax 105 189 873 1,038 18.9 

Total income tax 8,317 9,062 59,793 66,249 10.8 
Excise taxes and duties 

Goods and Services Tax 1,636 1,675 11,156 11,883 6.5 

Customs import duties 312 381 2,602 2,714 4.3 

Sales and excise taxes 566 567 3,25) 4,860 -9.2 

Total excise taxes and duties Dal 2,623 19,113 19,457 1.8 
Other 

Other tax revenue 2D 20 206 PAS 4.4 

Non-tax revenue 183 eee ee O81 53,925 3,858 -1.7 

Total other revenues 805 701 4,131 4,073 -1.4 
Total budgetary revenues 11,636 12,386 83,037 89,779 8.1 


Corporate income tax collections were up 

$2.1 billion in the first nine months of 1994-95. 
This reflected both increased corporate profits 
and substantially lower refunds. 


Unemployment insurance premium contributions 
were up $0.9 billion, due to somewhat higher 
premium rates in 1994 than in 1993, an increase in 
maximum insurable earnings and higher 
employment. 


Total excise taxes and duties in the first nine months 
of 1994-95 were up $0.3 billion or 1.8 per cent from 
year earlier collections. Goods and Services Tax 
(GST) collections were up 6.5 per cent on a 
year-over-year basis. Customs import duties were 
up 4.3 per cent, reflecting the strong growth in the 
value of imports. Sales and excise taxes were down 
9.2 per cent, primarily due to the impact of the 
reductions in the tobacco excise tax announced on 
February 8, 1994. 


Budgetary revenues 
1993-94 and 1994-95 


April to December 
Year-over-year growth 


per cent change 


50 


HM 1993-94 


40 [__] 1994-95 


Total Personal Other 


income tax 


Corporate 
income 
tax 
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Table 3 
Budgetary expenditures 


December April to December 
Per cent 
1993 1994 1993-94 1994-95 change 
(in millions of dollars) (%) 
Transfers payments to: 
Persons 
Elderly benefits Ove eg: 14,852 1535! 34 
Unemployment insurance benefits 1,492 er 12,450 10,478 -15.8 
Veterans’ pensions/allowances 1205 Tae 1,071 LO OS 
Total 3,283 2956 28,374 26,902 -5.2 
Other levels of government 
Established Programs Financing 760 811 7,118 TE JANY ies 
Fiscal transfers 878 1,088 E20 FOZ 6.1 
Canada Assistance Plan 490 ___ 380 20,8 6,302 Des | 
Total 2 l28 2,280 20,483 21,184 3.4 
Other 
Agricultural subsidies 305 [27 T23 549 -24.0 
Indian and Inuit programs 227 242 2,417 2,506 shill 
Regional development ou 46 DW: ee) 11.4 
Science and Technology 93 89 495 498 0.6 
International assistance 135 122 1377, 1,368 -0.7 
Other 741 1,026 Al ax jival) 8.6 
Total [ot 1652 9,654 2970) 33 
Total transfers 6,947 6,888 58,511 58,057 -0.8 
Payments to Crown corporations 
Canadian Broadcasting Corporation 78 96 866 888 pe) 
Canada Mortgage and Housing 
Corporation 232 228 L370 W339 -2.6 
Other Os 304 ~ 1,168 _ 1276 9 2 
Total 480 628 3,404 3,499 2.8 
Operating and capital expenditures 
Defence 935 810 7,789 TiAl -5.8 
All other departmental expenditures 1,866 1,431 152975 13,091 -3.6 
Total 2,801 2,241 21,364 20,432 -4.4 
Total program expenditures 10,228 9,757 83,279 81,988 -1.6 
Public debt charges 5510 3,741 28,926 30,921 6:9 
Total budgetary expenditures 137758 13,498 1122205 112,909 0.6 


Budgetary expenditures 
1993-94 and 1994-95 


_April to December 
Year-over-year growth 


per cent change 
8 


BB 1993-94 
[ | 1994-95 


Total Public debt 
charges 


Program 
spending 


Budgetary expenditures up slightly 


In the first nine months, total budgetary expenditures 
were up 0.6 per cent, on a year-over-year basis, as 
higher public debt charges offset the decline in 
program spending. 


_ Public debt charges up 


_ Public debt charges increased by 6.9 per cent, 


reflecting the impact of higher interest rates and 
increases in the stock of debt. Public debt charges are 


expected to increase more rapidly over the remaining 


_ months of 1994-95, given the rollover of debt at 


_ higher interest rates. 


_ Program spending lower 


Program spending declined by $1.3 billion (1.6 per 


_ cent) in the April 1994 to December 1994 period, 
_ compared to the same period in 1993-94. This 


decline reflects a number of factors: 


* lower unemployment insurance benefits, down 
15.8 per cent, reflecting the impact of strong 
growth in employment opportunities and the 
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effect of the December 1992 Economic and 
Fiscal Statement and February 1994 budget 
measures; and, 


¢ lower spending on operating and capital by 
defence and other government departments, 
reflecting the impact of restraint measures 
announced in the last budget. 


In contrast, increases were recorded in elderly 
benefits and in transfers to provinces. Payments to 
Crown corporations were also up. 


Financial requirements lower 


Financial requirements measure the amount by 
which cash going out from the government exceeds 
cash coming in. Financial requirements are lower 
than the deficit, as they also include the net source 
of funds from non-budgetary transactions. The 
latter includes transactions in loans, investments 
and advances, government employees’ pension 
accounts, other specified accounts, and other 
financial assets and liabilities. 


Non-budgetary transactions in the April 1994 to 
December 1994 period resulted in a net source of 
funds amounting to $1.1 billion, compared to a net 
source of $1.7 billion recorded in the corresponding 
period of 1993-94. The lower source of funds 
primarily relates to an increase in the selling of 
bonds at discount. Such discounts are amortized 
over the life of the bond as part of public debt 
charges, but reported on a cash basis as part of 
non-budgetary transactions. 


As a result, financial requirements, excluding 
foreign exchange transactions, amounted to 
$22.1 billion in the first nine months of 1994-95, 
down $5.4 billion from that recorded in the same 
period in 1993-94. 


The purpose of the Exchange Fund Account is to 
promote order and stability in the foreign exchange 
market. It fulfils this function by buying foreign 
exchange (selling Canadian dollars) when there is 
upward pressure on the value of the Canadian dollar 
and selling foreign exchange (buying Canadian 
dollars) when there is downward pressure on 

the currency. 


In the first nine months of 1994-95, foreign 
exchange transactions provided a net source of 
funds amounting to $4.9 billion, down $0.8 billion 
from the first nine months of 1993-94. 
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Table 4 
The deficit and financial requirements 


December April to December 
1993 1994 1993-94 1994-95 
(in millions of dollars) 
Deficit -2,102 -1,112 -29,168 =23,130 
Loans, investments, and advances 
Crown corporations -17 284 553 812 
Other - 4 -10 ; -104 -268 
Total -13 274 449 544 
Specified purpose accounts 
Canada Pension Plan Account -303 -372 PD) 286 
Superannuation accounts 2,208 DMI 5,745 6,049 
Other a ve 1,038 ; a4 998 
Total 2,656 2977 53633 TSS 
Other transactions -2,885 -3,539 -4,387 -6,805 
Total non-budgetary transactions -242 -288 [695 1,072 
Financial requirements 
(excluding foreign exchange transactions) =2,344 -1,400 . =2 1,473 -22,058 


Table 5 


Financial requirements, foreign exchange and unmatured debt transactions 


December April to December 
1993 1994 1993-94 1994-95 
(in millions of dollars) 
Financial requirements =2,344 -1,400 EF ANTS) -22,058 
(excluding foreign exchange transactions) 
Foreign exchange transactions 
Net international reserves 824 3,614 2,500 DAD 
Unmatured debt transactions payable 
in foreign currencies 601 859 bye) 2,694 
Total 1,425 4,473 Deu, 4,936 
Total financial requirements ol) 3073 -21,746 -17,122 
Unmatured debt transactions 
Marketable bonds 5,269 2A 19,054 25,630 
Canada Savings Bonds -532 -289 -1,746 2,180 
Treasury bills -3,000 -3,050 3,850 -6,450 
Other Sy) 858 4,288 -86 
Subtotal 2,296 -264 25,446 21,274 
Less: 
Government's holding of unmatured debt 65 22 -367 -363 
Unmatured debt transactions payable 
in foreign currencies -601 -859 cei Pa) -2,694 
Subtotal -536 -837 -3,594 -3,057 
Total unmatured debt transactions payable 
in Canadian dollars 1,760 -1,101 DIESS2 18,217 
Change in cash balance 841 oy 106 1,095 
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Table 6 
Cash, unmatured debt and debt balances 


December 31 
1993 1994 


Cash balances at end of period 
In Canadian dollars 
In foreign currencies 
Total cash balance 


Unmatured debt balance 
Payable in Canadian dollars 
Marketable bonds 
Canada Savings Bonds 
Treasury bills 
Other 
Subtotal 
Less: 
Government’s holdings of unmatured debt 
Total 


Payable in foreign currencies 
Marketable bonds 
Notes and loans 
Canada bills 
Subtotal 
Less: 
Government’s holdings of unmatured debt 


Total unmatured debt 


(in millions of dollars) 


2.993 3,145 
PGA eee , SYD 55887 
2,987 38D) 
198,327 226,302 
B62 33,511 
165,900 159,550 
3758 tae eae 3,491 
400,608 422.854 
1402 1,328 
399,206 421,526 
2,049 7,792 
0 0 
6500—es oes | 5,570 
8,639 13,362 
0 0 
407,845 2s SR k 434,888 


As a result, total financial requirements, including 
foreign exchange transactions, were $17.1 billion, 
down $4.6 from the net requirement in the same 
period last year. 


_ To finance these requirements, the government 


borrows from the private sector and/or draws 


_ down its cash reserves. Total borrowing from the 
_ private sector (unmatured debt transactions) 


~ amounted to $18.2 billion in the first nine months 


of 1994-95, down $3.6 billion from that borrowed 


_ on financial markets during the same period last 
_ year. Cash balances, as of December 31, 1994, 


stood at $3.2 billion, up $0.2 billion from 
Wecember 31, 1993. 


The Debt Servicing and Reduction Account 


In June 1992, legislation to establish the Debt 
Servicing and Reduction Account received Royal 
Assent. As a result, effective April 1, 1991, all Goods 
and Services Tax revenue net of the applicable input 
tax credits, rebates, and the low-income credit, along 
with the net proceeds from the sale of Crown 
corporations and gifts to the Crown identified for 
debt reduction must, by law, go directly to the Debt 
Servicing and Reduction Account. The funds in this 
Account can only be used to pay the cost of servicing 
the public debt and ultimately to reduce the debt. The 
Account is audited on an annual basis by the Auditor 
General of Canada. 
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Table 7 
Debt Servicing and Reduction Account 
1991-92 1992-93 1993-94 April to December 
(in millions of dollars) 
Gross GST collected 29,565 30,516 32,052 25,953 
Less: 
Refunds and rebates 11,330 ON Kei: 13,338 11,309 
GST paid by federal departments 804 1,006 yes) 649 
Quarterly low-income tax credit 2262. DSO) 2,685 PAe 
Net GST 15,168 14,868 15,696 11,883 
GST penalties and interest received Lo Hi 90 
Gains from wind-up of interest 
in Crown corporations/disposal 
of shares in Crown corporations 2 110 
Gifts to the Crown 0.4 0.1 0.1 - 
Proceeds to the Crown 15,190 15,050 15,786 ties 


For further information contact: P. DeVries at 996-7397. 
Cet imprimé est également offert en frangais. 
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Financial Results Financial Results 

for January 1995 for April 1994 to January 1995 

The deficit in January 1995 was estimated at Over the ten months of the fiscal year (April 1994 

$3.2 billion, up $0.7 billion from January to January 1995), the deficit was $5.4 billion 

1994. This increase in the deficit was lower than in the same period in 1993-94. The 

expected and primarily relates to the timing improvement in the deficit was due to higher 

of payments and an increase in public revenues, up $6.8 billion or 7.3 per cent, and lower 

debt charges. program spending, down $0.9 billion or 1.0 per 
cent. Public debt charges were up $2.3 billion 

¢ Program spending was up $0.4 billion in or 7.2 per cent. 


January 1995 compared to the same period 
last year, with all major components 
posting increases with the exception of 
major transfers to persons and defence. 
The increase in program spending largely 
reflects the timing of payments and 

was anticipated. 


¢ Just under half of the increase in budgetary 
revenues was attributable to the impact of one- 
time factors, including the faster processing of 
personal income tax returns by Revenue 
Canada in March 1994 — which resulted in 
lower personal income tax refunds in the first 
half of 1994-95 — and the ending of transitional 


¢ The increase in public debt charges costs associated with the restructuring of the 
resulted from higher interest rates and the child benefit system. Higher corporate income 
costs associated with servicing a higher tax collections and increased unemployment 
stock of debt. insurance premiums accounted for most of the 


remaining increase in overall revenues. 
¢ Budgetary revenues were up only 0.3 per 
cent on a year-over-year basis. This low rate 
of change also relates primarily to timing 
adjustments. Unemployment insurance 
premiums were down 21.5 per cent, as 
adjustments related in overpayments in 


¢ The decline in program spending was due to 
lower expenditures on unemployment insurance 
benefits and the impact of the February 1994 
budget cuts on defence and departmental 
operating costs. 


previous years dampened net collections in e The increase in public debt charges reflected 
January 1995. In addition, premium rates the increase in the debt and higher interest rates 
were lowered in January 1995. Among the associated with servicing that debt. 


other major components, personal and 
corporate income tax collections and net 
Goods and Services Tax were higher. 


The February 1995 budget estimated the 
underlying deficit outcome for 1994-95 at 

$35.3 billion. The results to date are consistent 
—_—_—-~ with the revised estimate. However, the final 
deficit outcome for the entire fiscal year will be 
influenced by the results for February and March 
as well as the supplementary period adjustments. 
fi Final results are anticipated in August 1995. 
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Table | 


Government of Canada 
Summary statement of financial transactions! 


January April to January 


1994 1995 1993-94 1994-95 
(in millions of dollars) 


Budgetary transactions 


Revenues 9,636 9,668 92,673 99,447 
Program spending -8,961 -9,336 ODN OD -91,324 
Operating balance 675 B22 434 8,123 
Public debt charges = 3) Ine =3),5)oKe -32,154 -34,479 
Deficit -2,553 -3,226 -31,720 -26,356 
Non-budgetary transactions 2,043 2,878 3,740 3,95] 
Financial requirements (excluding foreign 
exchange transactions) -510 -348 -27,980 -22,405 
Foreign exchange transactions -5,049 218 678 5,154 
Financial requirements -5,559 -130 -27,302 ozo 
Unmatured debt transactions 3.11 72 =1,540 25,024 16,677 


Note: Data compiled by the Receiver General of Canada. 
! (+) indicates a source of funds, while (-) indicates a requirement for funds. 


Table 2 


Government of Canada 
Detailed statement of budgetary transactions — revenues 


January April to January 
1994 1995 1993-94 1994-95 
(in millions of dollars) 


Personal income tax 5,289 S37 44,989 48,497 
Corporate income tax 840 901 6,304 8,496 
Unemployment insurance contributions 1,449 1,138 155205 [S3/98 
Non-resident tax 18] 73 1,054 12 1GR 
Total income tax 7,759 7,749 (7/92 73,999 
Excise taxes and duties 
Goods and Services Tax 633 824 11,789 12-707 
Customs import duties DS) 210 2,855 2,924 
Sales and excise taxes 623 589 5,979 5,449 
Total excise taxes/duties 1,509 1,623 20,623 21,080 
Other tax revenue 18 18 224 2233 
Total tax revenue 9.286 9,390 88,399 95,312 
Non-tax revenue 350 278 4.274 4,135 


Total budgetary revenues . 9,636 9,668 92 6735 99,447 
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Table 3 


Government of Canada 
Detailed statement of budgetary transactions — expenditures 


January April to January 


1994 1995 1993-94 1994-95 
(in millions of dollars) 


Transfer payments to: 


Persons 
Elderly benefits 1,678 1716 16,530 17,066 
Unemployment insurance benefits 1,644 1,554 14,094 12,032 
Other 119 2 1,190 ID 
Total 3,416 3,591 SME ot by 30,293 
Other levels of government 
Established Programs Financing 760 811 7,878 8,021 
Fiscal transfers 645 622 Ue) $3295 
Canada Assistance Plan 302 309 6,437 6,611 
Total 1,707 1,742 22,190 22,926 
Other 
Agriculture 97 110 820 660 
Indians and Inuit 153 ikay 2010 2,658 
Regional development 42 46 Dies 306 
Science and technology P| 30 Sy 528 
International assistance lds 206 5o2 1,574 
Other 580 802 4,918 S000 
Total 1,074 1,347 10,729 Pest? 
Total transfers 6,222 6,480 64,734 64,536 
Payments to Crown corporations 474 543 3,878 4,042 
Operating and capital expenditures 
Defence 823 817 8,612 8,158 
All other departmental expenditures 1,442 1,496 ISOS 14,588 
Total 2,205 Ue jils) 23,627 22,748 
- Total program spending 8,961 9,336 D239 91,324 
Public debt charges 3,228 3,558 3) IS 34,479 
Total budgetary expenditures geen: 5 _ 12,189 12,894 | =o 124,393 «125,803 
Table 4 


Government of Canada 
Non-budgetary transactions 


January April to January 


1994 1995 1993-94 1994-95 
(in millions of dollars) 


Loans, investments, and advances 


Crown corporations -34 553 520 1,365 
Other a2 -28 -52 -295 
Total 18 525 468 1,070 
Specified purpose accounts 
Canada Pension Plan Account -616 -302 -594 -17 
Superannuation accounts -134 -117 Hoy! 5,933 
Other 449 FAQ Sls) aad 
Total -301 300 S002 7,633 
Other transactions 2,326 2,053 -2,060 Al Tay? 


_ Total non-budgetary transactions 2,043 2,878 3,740 2.951 
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Table 5 
Government of Canada 


Foreign exchange and unmatured debt transactions 


January April to January 
1994 1995 1993-94 1994-95 
(in millions of dollars) 
Foreign exchange transactions 
Net international reserves -4,648 -3,004 -2,168 -762 
Unmatured debt transactions payable 
in foreign currencies -401 Bee 2,826 5,916 
Total -5,049 218 678 5,154 
Unmatured debt transactions 
Marketable bonds 1,999 21,054 25,630 
Canada Savings Bonds -289 -341 -2,036 1,839 
Treasury bills 1,600 -1,300 5,450 -7,750 
Other -660 S222 3,628 3,136 
Subtotal 2,650 1,581 28,096 22.899 
LESS: 
Government's holding of unmatured debt 121 101 -246 -262 
Unmatured debt transactions payable 
in foreign currencies 401 -3,222 -2,826 -5,916 
Subtotal 528 -3,121 -3,072 -6,178 
Total unmatured debt transactions payable 
in Canadian dollars Bolte -1,540 25,024 16,677 
Table 6 
Government of Canada 
Cash, unmatured debt and debt balances 
at January 31 
1994 1998 
(in millions of dollars) 
Cash balances at end of period 
In Canadian dollars 516 1,509 
In foreign currencies 86 54 
Total cash balance 602 : 1,563 
Unmatured debt balance 
Payable in Canadian dollars — 
Marketable bonds 200,327 226,302 
Canada Savings Bonds 32,333 33,178 
Treasury bills 167,500 158,250 
Other 3,499 3,491 
Subtotal 403,659 421,213 
Less: 
Government’s holdings of unmatured debt 1,28] 1,228 
Total 402,3 419,985 
Payable in foreign currencies — 
Marketable bonds 2.049 7,792 
Notes and loans 0 0 
Canada bills 6,186 8,792 
Subtotal [5 16,584 
Less: 
Government’s holdings of unmatured debt 0) 0 
Total unmatured debt 410,613 436,569 
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For further information contact: P. DeVries at 996-7397. 
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Financial Results 
for February 1995 


The deficit in February 1995 was estimate 

$2.4 billion, down $0.1 billion from February 1994, 
as higher budgetary revenues and lower program 
spending more than offset much higher public 

debt charges. 


44 
oO 


¢ Budgetary revenues were up 8.6 per cent on a 
year-over-year basis, largely attributable to higher 
personal and corporate income tax collections and 
Goods and Services Tax revenues. The higher 
collections reflect continued improvement in 
economic output, employment and profitability. 


¢ Program spending declined by 1.1 per cent in 
February 1995 compared to the same period last 
year. Part of the decline reflects the timing of 
payments. In addition, unemployment insurance 
benefits were lower, reflecting the impact of 
improved labour market conditions and reform 
measures introduced in the 1994 budget. 
Departmental operating expenses were also 
lower due to the constraint measures imposed 
in the 1994 budget. 


¢ The increase in public debt charges resulted from 
higher interest rates and the impact of net gains 
realized in February 1994 from the reopening of 
certain marketable bonds. 


| 


Financial Results for April 1994 
to February 1995 


Over the eleven months of the fiscal year 

(April 1994 to February 1995), the deficit was 
$5.4 billion lower than in the same period in 
1993-94. The improvement in the deficit was due 


APR 19 18% 


Governmen' 
Publication: 


to higher revenues, up $7.6 billion or 7.4 per cent, 
and lower program spending, down $1.0 billion or 
1.0 per cent. Public debt charges were up 

$3.1 billion or 9.0 per cent. 


¢ About $3 billion of the increase in budgetary 
revenues was attributable to the impact of 
one-time factors, including the faster processing 
of personal income tax returns by Revenue 
Canada in March 1994 — which resulted in lower 
personal income tax refunds in the first half of 
1994-95 — and the ending of transitional costs 
associated with the restructuring of the child 
benefit system. Higher corporate income tax 
collections and Goods and Services Tax 
revenues, coupled with increased unemployment 
insurance premiums accounted for most of the 
remaining increase in overall revenues. In 
contrast, sales and excise duties and taxes were 
lower, due to the February 1994 reduction in 
tobacco excise taxes. 


¢ The decline in program spending was due to 
lower expenditures on unemployment insurance 
benefits and the impact of the February 1994 
budget cuts on defence and departmental 
operating costs. 


¢ The increase in public debt charges reflected 
the increase in the debt and higher interest rates 
associated with servicing that debt. 


The February 1995 budget estimated the underlying 
deficit outcome for 1994-95 at $35.3 billion. 

The results to date are consistent with this revised 
estimate. However, the final deficit outcome for 

the entire fiscal year will be influenced by the 
results for March and the supplementary period 
adjustments. Final results are anticipated in 

August 1995. 
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Table | 


Government of Canada 
Summary statement of financial transactions! 


February April to February 


1994 1995 1993-94 1994-95 
(in millions of dollars) 


Budgetary transactions 


Revenues 9,182 9,974 101,855 109,421 
Program spending -8,849 -8,753 -101,088 -100,078 
Operating balance B25. aE 767 9,343 
Public debt charges =2,/48 -3,573 -34,902 -38,051 
Deficit -2,415 -2,352 -34,135 -28,708 
Non-budgetary transactions 1,304 1,050 5,044 5,000 
Financial requirements (excluding foreign 
exchange transactions) =i! JU =16302 -29,091 -23,708 
Foreign exchange transactions 1,611 S162 2,289 3,392 
Financial requirements 500 -3,064 -26,802 -20,316 
Unmatured debt transactions 580 SAS 25,604 20,420 


Note: Data compiled by the Receiver General of Canada. 
! (+) indicates a source of funds, while (-) indicates a requirement for funds. 


Table 2 


Government of Canada 
Detailed statement of budgetary transactions — Revenues 


February April to February 


1994 1995 1993-94 1994-95 
(in millions of dollars) 


Personal income tax BNO 4,082 48,756 Spoils, 
Corporate income tax 1,053 | Bos) Vegi! 9,749 
Unemployment insurance contributions LSS 1,566 16,760 17,361 
Non-resident tax 27 147 1,181 e35o 
Total income tax 6,502 7,048 74,054 81,047 
Excise taxes and duties 
Goods and Services Tax 1,668 1,917 13,457 14,624 
Customs import duties 319 DSi 3,174 3.155 
Sales and excise taxes 559 541 6,538 5,989 
Total excise taxes/duties 2,546 2,689 23,169 23,768 
Other tax revenue 13 14 237) 247 
Total tax revenue 9,061 Shi | 97,460 105,062 
Non-tax revenue Dil DB 4,395 4,359 


Total budgetary revenues ; 2,182 9,974 101,855 109,421 
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Table 3 


Government of Canada 
Detailed statement of budgetary transactions — Expenditures 


February April to February 


1994 1995 1993-94 1994-95 
(in millions of dollars) 


Transfer payments to: 


Persons 
Elderly benefits 1,682 Ala 18,212 18,783 
Unemployment insurance benefits 1,595 leSsil 15,690 13,383 
Other 120 120 1,310 1,314 
Total 3,397 AL SF Bo,2 12 33,480 
Other levels of government 
Established Programs Financing 760 811 8,638 8,83 1 
Fiscal transfers 642 312 8,517 8,607 
Canada Assistance Plan 327] 314 6,764 6,925 
Total i729 1,437 23,919 24,363 
Other 
Agriculture 86 Tid 905 737 
Indians and Inuit 141 248 DHA 2,906 
Regional development 36 45 enle! 365 
Science and technology 78 ie 99 607 
International assistance 163 168 1,716 AQ 
Other 503 808 5,495 6,385 
Total 1,006 1,426 1S? 12,742 
Total transfers 6,132 6,050 70,867 70,586 
Payments to Crown corporations 295 529 4,173 4,37] 
_ Operating and capital expenditures 
| Defence 824 845 9.436 9,002 
| All other departmental expenditures 1,598 [eye 16,612 LORIE 
| Total 2,422 2,374 26,048 Pra yd 
_ Total program spending 8,849 8,753 101,088 100,078 
_ Public debt charges 2,748 So 12 34,902 38,051 
| Total budgetary expenditures _ : 11,597 ; . 12,326 ; 135,990 . 138,129 
| Table 4 
- Government of Canada 
| Non-budgetary transactions 
| February April to February 
| 1994 1995 1993-94 1994-95 


| Gauillione of dollar) 


| Loans, investments, and advances 


/ Crown corporations t2 -53 Do hag he 
f} 6. Other -54 66 -106 -229 
i} Total -42 13 426 1,083 
i Specified purpose accounts 
Canada Pension Plan Account 119 284 -475 267 

Superannuation accounts -170 -184 5,440 5,749 

| Other =o 1a -671 -205 1,046 
i} Total -572 -571 4,706 7,062 
| Other transactions 1,918 1,608 -142 -3,145 


Total non-budgetary transactions 1,304 1,050 5,044 
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Table 5 
Government of Canada 


Foreign exchange and unmatured debt transactions 


February April to February 
1994 1995 1993-94 1994-95 
(in millions of dollars) 
Foreign exchange transactions 
Net international reserves 3,013 -1,496 865 -2,258 
Unmatured debt transactions payable 
in foreign currencies -1,402 -266 1,424 5,650 
Total 1,611 -1,762 PERS) 3,392 
Unmatured debt transactions 
Marketable bonds 522 2,163 22510 Q2T193 
Canada Savings Bonds -574 -987 -2,610 852 
Treasury bills -500 2,450 4,950 -5,300 
Other -1,402 -267 2,226 2,869 
Subtotal -954 5,309) 27,142 26,214 
Less: 
Government’s holding of unmatured debt 132 118 -114 -144 
Unmatured debt transactions payable 
in foreign currencies 1,402 -266 -1,424 -5,650 
Subtotal 1,534 384 -1,538 -5,794 
Total unmatured debt transactions payable 
in Canadian dollars 580 3,743 25,604 20,420 
Table 6 
Government of Canada 
Cash, unmatured debt and debt balances 
at February 28 
1994 1993 
(in millions of dollars) 
Cash balances at end of period 
In Canadian dollars 1,468 2,016 
In foreign currencies pal) 226 
Total cash balance 1,683 — 2,242 
Unmatured debt balance 
Payable in Canadian dollars — 
Marketable bonds ‘ 201,850 228,465 
Canada Savings Bonds 31,759 32) 18s 
Treasury bills 167,000 160,700 
Other Seka ___ 3,4 
Subtotal 404,107 424,838 
Less: 
Government’s holdings of unmatured debt ay 1,109 
Total 402,935 423,729 
Payable in foreign currencies — 
Marketable bonds 2,049 7,798 
Notes and loans 0 0 
Canada bills 4.784 8,526 
Subtotal 6833 163mm 
Less: 
Government’s holdings of unmatured debt 0 uv 
Total unmatured debt 409.768 440,047 
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Highlights of financial results for March 1995 


Deficit up $1.2 billion in March 1995 
The deficit in March 1995 was estimated at $3.2.billion, up $1.2 billion from March 1994. 


¢ The increase in the deficit was attributable to lower non-tax revenues and higher public debt charges. 


¢ Largely because of the drop in non-tax revenues — more specifically Exchange Fund earnings, which 
was expected and included in the February 1995 budget deficit estimate for 1994-95 — budgetary 
revenues were down 4.2 per cent. 


_© Program spending was 1.4 per cent lower in March 1995 than in March 1994, while public debt charges 
were up 26.6 per cent. 


¢ Excluding Exchange Fund earnings, the deficit was virtually unchanged on a year-over-year basis. 


Deficit for April 1994 to March 1995 down $4.2 billion 


Over the twelve-month period, the deficit stood at $31.9 billion, $4.2 billion lower than in the same period 
in 1993-94. 


¢ Budgetary revenues were up $7.1 billion, on a year-over-year basis. About $3 billion of this 
increase was attributable to the impact of one-time factors, affecting personal income tax revenues. 
Higher corporate income tax collections accounted for a large portion of the remaining increase in 
overall revenues. 


¢ Program spending was $1.2 billion lower, primarily due to lower expenditures on unemployment 
insurance benefits and the impact of the February 1994 budget cuts on defence and departmental 
operating costs. 


¢ Public debt charges were up by $4.0 billion, reflecting the increase in the debt and higher interest 
rates associated with servicing that debt. 


Deficit outlook for 1994-95 remains unchanged 


| These are not the final results for fiscal year 1994-95. Still to come are the end-of-year accounting 
- adjustments, including the special restructuring costs identified in the February 1995 budget. 


© Consistent with government accounting principles, these ‘end-of-year accounting’ adjustments reflect 
the recording of the costs of goods and services provided to the government prior to the end of March, 
as well as liabilities incurred during 1994-95 for which no payment has yet been made. Adjustments 
are also made to budgetary revenues, primarily to reflect cash-in-transit at year end. 


¢ Based on the results to date and the expected end-of-year accounting adjustments, the ‘underlying’ 
deficit for 1994-95 is still estimated at $35.3 billion. Including the restructuring costs, the final deficit 
outcome is still estimated at $37.9 billion. Final audited deficit results will be available in the 

late summer. 
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Table 1 
Summary statement of transactions 
Ceelviatciae a Aprilto March © 
1994 £995 1993-94 1994-95 
(in millions of dollars) 
Budgetary transactions 
Revenues 12-038 1536 113,893 120,956 
Program spending oO ae - 10,865 aL. ee = 110; 
Operating surplus OES) 671 VI82 10,013 
Public debt charges 3,019) =o, 014 -37,921 -41,925 
Deficit -2,004 -3,203 -36,139 -31,912 
Non-budgetary transactions 1,345 289 6,389 6,290 
Financial requirements (excluding 
foreign exchange transactions) -659 -1,914 -29,750 -25,622 
Foreign exchange transactions: 
net source (+) / requirement (-) 826 1,443 Sal LIS) 4,835 
Total financial requirements 167 -471 -26,635 -20,787 
Unmatured debt transactions 253 Si) Sh aT) 20,75 


The federal deficit 
1993-94 and 1994-95 


Year to date 


billions of dollars 


45 
40 ___. 1994-95 
c. __t 1993-94 


ae Red 
25 


1 7 
15 ve, | 
10 fe 
ie 
First Second Third 
quarter quarter quarter 


Fourth 
quarter 


Fiscal 
year 


Financial requirements lower in 1994-95 


Financial requirements are unaffected by the 
end-of-year accounting adjustments. Preliminary 
financial requirements, excluding foreign 
exchange transactions, amounted to $25.6 billion 
for 1994-95, $4.1 billion lower that the 1993-94 
requirements. The 1994-95 requirements are 
$0.4 billion below the February 1995 

budget estimate. 


Budgetary revenues up 


On a year-over-year basis, budgetary revenues 
over the April 1994 to March 1995 period 
increased by $7.1 billion (6.2 per cent). Higher 
personal income tax collections accounted for 
$4.2 billion of this increase. However, about 
$3.0 billion of this increase was due to lower 
personal income tax refunds for the 1993 
taxation year. 
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Table 2 


Budgetary revenues 


March _ April to March 
Per cent 
1994 1995 1993-94 1994-95 change 
(in millions of dollars) (%) 
Income taxes 
Personal income tax 2,710 3,052 51,466 55,631 8.1 
Corporate income tax 1,973 2,491 9,331 12,240 Sl 
Unemployment insurance contributions £562 1,578 1$5322 18,938 3.4 
Non-resident tax —8i Se ere : 1,262 1,430 (S05 
Total income tax 6,326 7,194 80,381 88,239 9.8 
Excise taxes and duties 
Goods and Services Tax 1352 955 14,809 15,579 By 
Customs import duties 298 330 3,472 3,485 0.4 
Sales and excise taxes ; 566 _ 505 Os 6,496 Path “8.5 
Total excise taxes and duties 2216 1,790 25,384 25,560 Orr, 
Other 
Other tax revenue a) 40 292 287 -1.7 
Non-tax revenue al 2,912 EUR 6.87005 7125 
Other revenues 3,496 DSS) 8,128 va 7AS7 aoe “1? : 
Total budgetary revenues 12,038 11,536 113,893 120,956 6.2 
This resulted from: 
© the faster processing of tax returns in makeup 
March 1994, thereby moving returns which 
would have been processed in the first half of April to March 
: : Year-over-year growth 
the current fiscal year into the previous fiscal 
year; and per cent change 
50 
* the restructuring of the child benefit system, 
whereby benefits are now paid on a monthly a = ia 
basis through the Child Tax Benefit; in previous 
years, part of benefit was paid at the time of 5 
tax filing and included in refunds paid. 
Corporate income tax collections were up 20 
$2.9 billion in the April 1994 to March 1995 
period. This reflected both increased corporate 10 
profits and substantially lower refunds. 50 
oe 0 
Unemployment insurance premium contributions 
were up $0.6 billion, due to somewhat higher 
premium rates in 1994 than in 1993, an increase “10 
in maximum insurable earnings and higher 
employment Total Personal Corporate Other 
Y income tax income 


tax 
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Total excise taxes and duties were up only 

$0.2 billion or 0.7 per cent from year earlier 
collections. Goods and Services Tax (GST) 
collections were up 5.2 per cent on a year-over- 
year basis, in large part due to the impact of strong 
imports. Customs import duties, however, were up 
marginally. as the strong growth in imports was 
offset by reductions in tariffs as specified under 
international agreements. Sales and excise taxes 
were down 8.5 per cent, primarily due to the 
impact of the reductions in the tobacco excise tax 
announced on February 8, 1994. 


Non-tax revenues are down nearly $1 billion, 
reflecting much lower Exchange Fund earnings 
in 1994-95 than in 1993-94. The earnings of the 
Exchange Fund Account are comprised primarily 
of interest on its foreign currency reserves, the 
valuation gain or loss stemming from exchange 
rate developments and net proceeds from the sale 
of gold. Exchange Fund earnings in 1994-95 
amounted to $1.8 billion, $1.1 billion lower than 
recorded in 1993-94. The lower earnings were 
attributable to much lower valuation gains, as the 
Canadian dollar did not depreciate as much in 
1994-95 as it did in 1993-94. In addition, the net 
proceeds from gold sales were down. In contrast, 
interest received increased, in line with the 
increases in international interest rates. 


Budgetary expenditures up 


Over the period April 1994 to March 1995, total 
budgetary expenditures were up 1.9 per cent, on a 
year-over-year basis, as higher public debt charges 
more than offset the decline in program spending. 


Public debt charges up 


Public debt charges increased by $4.0 billion, or 
10.6 per cent. Of this increase, about $2.6 billion 
was due to the increase in the gross stock of debt, 
or interest-bearing debt, with the remainder due to 
higher interest rates. Interest-bearing debt, which 
includes unmatured debt and borrowing from the 
pension accounts was up $30.5 billion from 
1993-94, Short-term interest rates were up about 
200 basis points while long-term rates were up 
about 140 basis points, on average, in 1994-95 
compared to 1993-94. 


Program spending lower 


Program spending declined by $1.2 billion 

(1.0 per cent) in the April 1994 to March 1995 
period, compared to the same period in 1993-94, 
This decline reflects a number of factors: 


lower unemployment insurance benefits, 
down 14.9 per cent, reflecting the impact 
of strong growth in employment and 

the effect of the budget restructuring 
measures; and 


lower spending on operating and capital by 
defence and other government departments, 
reflecting the impact of restraint measures 
announced in the 1994 budget. 


In contrast, increases were recorded in elderly 
benefits, in transfers to provinces, and in other 
transfer payments. Crown corporation expenditures 
were unchanged. 


Budgetary expenditures 
1993-94 and 1994-95 


April to March 
Year-over-year growth 


per cent change 
12 


10 


De 
8 + [BBB 1993-94 
[ _] 1994-95 


Total Public debt 
charges 


Program 
spending 
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Table 3 
Budgetary expenditures 
March April to March 
Per cent 
1994 19°) 1993-94 1994-95 change 
(in millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,683 [eo 2 19,895 20,514 on 
Unemployment insurance benefits ite) 1,480 17,469 14,862 -14.9 
Veterans’ pensions/allowances eul24; 122 aS See 1,436 02 
Total 3,585 3,334 33,197), 36,813 -5.1 
Other levels of government 
Established Programs Financing 973 Ie 4 9,610 10,003 4.1 
Fiscal transfers 978 O77 9,495 9,584 0.9 
Canada Assistance Plan 358 354 TA23 IAL) ee 
Total O09 2,003 26,228 26,867 2.4 
Other 
Agricultural subsidies 129 80 1,034 817 -21.0 
Indian and Inuit programs [57 211 2,868 Se 8.7 
Regional development 50 64 361 457 26.5 
Science and Technology a2 65 672 672 0.0 
International assistance 382 691 2,097 2,433 16.0 
Other 805, 2 EO; 002 esl 462 oe LO 
Total So Ormee 6202 13,334 14,644 98 
Total transfers 7,490 Use Hiss 59 78,323 0.0 
Payments to Crown corporations 
Canadian Broadcasting Corporation 66 38 1,099 1,094 -0.4 
Canada Mortgage and Housing Corporation 196 185 1,918 1,865 -2.8 
Other eee 1 OCS meee gals (ae eo 
Total 506 305 4,679 4,677 0.0 
Operating and capital expenditures 
Defence 1,045 968 10,481 9,970 -4.9 
All other departmental expenditures 1982 1,853 bl 350 Jee oe ee 
Total 3,027 2,821 29,073 27,943 -3.9 
| Total program expenditures LO2 350810. 865 Dalal 110,943 -1.0 
_ Public debt charges 3,019 3,874 S792 A253 106 


_ Total budgetary expenditures 14,042 14,739 150,032 152,868 1.9 
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Table 4 


The deficit and financial requirements 


eS Nach —_ ApriltoMarch 
1993 1994 1993-94 1994-95 
(in millions of dollars) 
Deficit -2,004 -3,203 -36,139 =31,912 
Loans, investments and advances 
Crown corporations -81 -72 449 1259 
Other AZ =Ol -146 a -289 
Total -123 -133 303 950 
Specified purpose accounts 
Canada Pension Plan Account 403 425 -72 692 
Superannuation accounts 2191 2,346 BOs 8,094 
Other a1 40 sl OMG -946 aR 947 
Total 1,854 2,670 6,614 9,733 
Other transactions 386 i a -1,248 : 7528 > ea “4,393 
Total non-budgetary transactions 1,345 1,289 6,389 6,290 
Financial requirements -659 -1,914 -29,750 -25,622 


(excluding foreign exchange transactions) 


Table 5 


Financial requirements, foreign exchange and unmatured debt transactions 


March April to March 
1994 1995 1993-94 1994-95 
(in millions of dollars) 
Financial requirements -659 -1,914 -29,750 -25,622 
(excluding foreign exchange) 
Foreign exchange transactions 
Net international reserves jae O25 OTF -1,333 
Unmatured debt transactions 
payable in foreign currencies 714 518 PENS Sea: 
Total 826 1,443 BAMs 4,835 
Total financial requirements 167 -471 -26,635 -20,787 
Unmatured debt transactions 
Marketable bonds 1,600 -2,827 DANIO 24,966 
Canada Savings Bonds -437 -706 -3,047 146 
Treasury bills -1,001 LU 3,949 -1,55@ 
Other NS Sane sie Som 25939. 3,389 
Subtotal 875 736 28,017 26,959 
ess: 
Government’s holding of unmatured debt 192 i) 78 -29 
Unmatured debt transactions payable 
in foreign currency of Ace ee hoe et -2,138 -6,168 | 
Subtotal -522 -403 -2,060 -6,197 
Total unmatured debt transactions 
payable in Canadian dollars 353 333 25,957 20,754 
Change in cash balance 520 


-138 -678 -34 
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Table 6 


Cash, unmatured debt and debt balances: at March 31 


1994 1995. 


Cash balances at end of period 


In Canadian dollars 
In foreign currencies 


Total cash balance 


Unmatured debt balance 


Payable in Canadian dollars 
Marketable bonds 
Canada Savings Bonds 
Treasury bills 
Other 


Subtotal 


Less: 
Government’s holdings of unmatured debt 
Total 
Payable in foreign currencies 
Marketable bonds 


Notes and loans 
Canada bills 


Subtotal 


Less: 
Government’s holdings of unmatured debt 


Total unmatured debt 


(in millions of dollars) 


2,030 1,817 
Eco 287 
2,203 2,104 

203,450 225,640 

31,322 31,477 
165,999 164,450 
3,497 3,489 
404,268 425,056 
980 994 

403,288 424,062 

2,049 7,789 

0 0 
5,499 9,046 
7,548 16,835 
Pes ~S ye 20 
410,836 440,897 


Financial requirements lower 


Financial requirements measure the amount by 
which cash going out from the Government 
exceeds cash coming in. Financial requirements 
are lower than the deficit, as they also include 
the net source of funds from non-budgetary 


_ transactions. The latter includes transactions in 


loans, investments and advances, government 
employees’ pension accounts, other specified 


~ accounts, and other financial assets and liabilities. 


| Non-budgetary transactions in the April 1994 to 


March 1995 period resulted in a net source of 


funds amounting to $6.3 billion, marginally lower 
than the net source of $6.4 billion recorded in the 


corresponding period of 1993-94. 


As aresult, financial requirements, excluding 


foreign exchange transactions, amounted to 
$25.6 billion in 1994-95, down $4.1 billion from 


1993-94. Financial requirements are largely 
unaffected by the year-of-year accounting 
adjustments. As such these results will correspond 
closely to the final results for the year as a whole. 


The purpose of the Exchange Fund Account is to 
promote order and stability in the foreign exchange 
market. It fulfils this function by buying foreign 
exchange (selling Canadian dollars) when there 

is upward pressure on the value of the Canadian 
dollar and selling foreign exchange (buying 
Canadian dollars) when there is downward 
pressure on the currency. 


In 1994-95, foreign exchange transactions provided 
a net source of funds amounting to $4.8 billion, up 
$1.7 billion from 1993-94. 


As a result, total financial requirements, including 
foreign exchange transactions, were $20.8 billion 
in 1994-95, down $5.8 from 1993-94. 


The Fiscal Monitor 


Table 7 


Debt Servicing and Reduction Account 


April to March 
1991-92 1992-93 1993-94 1994-95 


(in millions of dollars) 


Gross GST collected 29,565 30,516 32,052 35,460 
Less: 
Refunds and rebates 112330 P2A1SS 137335 16,195 
GST paid by federal departments 804 1,006 933 871 
Quarterly low-income tax credit SED i Ns ee ee 2,816 
Net GST 15,168 14,868 15,696 155578 
GST penalties and interest received 19 ik 90 


Gains from wind-up of interest in Crown 
corporations/disposal of shares in 


Crown corporations 2 110 
Gifts to the Crown ; 0.4 OL 0.1 . (1) 


15,190 15,050 15,786 15579 


Figures for 1991-92, 1992-93, and 1993-94 are from the Public Accounts of Canada. 
(1) Net gifts to the Crown amounted to $454,987.53 for the period April 1994 to March 1995. 


To finance these requirements, the Government April 1, 1991, all Goods and Services Tax revenue 


borrows from the private sector and/or draws down 
its cash reserves. Total borrowing from the private 
sector (unmatured debt transactions) amounted to 
$20.8 billion in 1994-95, down $5.2 billion from 
1993-94. Cash balances, as of March 31, 1995, 
stood at $2.1 billion, down $0.1 billion from 
March 31, 1994. 


The Debt Servicing and Reduction Account 


In June 1992, legislation to establish the Debt 
Servicing and Reduction Account (DSRA) 
received Royal Assent. As a result, effective 


net of the applicable input tax credits, rebates, and 
the low-income credit, along with the net proceeds 
from the sale of Crown corporations and gifts 

to the Crown identified for debt reduction must, 
by law, go directly to the Debt Servicing and 
Reduction Account. The funds in this Account 
can only be used to pay the cost of servicing the 
public debt and ultimately to reduce the debt. 

The Account is audited on an annual basis by 

the Auditor General of Canada. 


The information in this Monitor is based on preliminary financial results for the quarter ended March 31, 1995. 
For further information contact: P. DeVries at 996-7397. Cet imprimé est également offert en francais. 
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Financial Highlights for April 1995 


The deficit in April 1995 was estimated at 
$5.3 billion, up slightly from the deficit of 
$5.1 billion recorded in April 1994. 


e The year-over-year increase in the deficit 
was solely attributable to higher public debt 
charges. This was anticipated. Public debt 
charges, on a year-over-year basis, were up 
$0.7 billion, or 22.0 per cent. This increase 
reflects both the increase in the stock 
of debt and higher interest rates since 
April 1994. Short-term interest rates in 
April 1995 were about 200 basis points 
higher than in April 1994. 


¢ Budgetary revenues were up $0.2 billion, or 
3.7 per cent in April 1995 compared to April 
1994. All of the major components posted 
increases, with the exception of Goods and 
Services Tax collections, which declined by 
$0.5 billion, on a year-over-year basis. This 
decline is related to the timing of receipts and 
refunds and should not affect the outcome for 
the year as a whole. 


¢ Program spending declined 2.4 per cent, on a 
year-over-year basis, as lower unemployment 
insurance benefit payments, a decline in 
departmental operating costs, lower transfer 
payments and a decline in defence spending 
more than offset an increase in transfer 
payments to the provinces. Most of the 
declines in spending were related to the 
reductions announced in the 1994 and 
1995 budgets. 


Although the deficit was up marginally, 
financial requirements, excluding foreign 
exchange transactions, were $1.1 billion 
lower in April 1995 than in April 1994. 


The February 1995 budget assumed that 
economic growth would slow somewhat 

in 1995 from that recorded in 1994 and that 
interest rates would be substantially higher 
than in 1994. Based on these economic 
asumptions, coupled with the fiscal actions 
taken in the last budget, the deficit in 
1995-96 was projected to decline to 

$32.7 billion. 


Based on recent economic data, growth will 
be weaker than projected in the budget but 
interest rates could be substantially lower. 
Although it is still too early to assess the 
impact of current economic developments on 
the deficit outlook for 1995-96, given the 
fiscal sensitivities, the impact of lower interest 
rates on public debt charges should be 
sufficient to offset the effect of lower growth 
on revenues and program spending. 


Finally, the 1995-96 deficit target, includes 
a Contingency Reserve of $2.5 billion to 
cover risks associated with unpredicted 
economic events. 


Canada 
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Table | 


Government of Canada 
Summary statement of financial transactions! 


April 
1994 1995 
(in millions of dollars) 
Budgetary transactions 
Revenues 6,350 6,588 
Program spending -8,257 -8,055 
Operating balance -1,907 - 1,467 
Public debt charges -3,159 -3,855 
Deficit -5,066 =5,322 
Non-budgetary transactions -1,634 -245 
Financial requirements (excluding foreign 
exchange transactions) -6,700 -5,567 
Foreign exchange transactions 2,144 -4,553 
Financial requirements -4,556 -10,120 
Unmatured debt transactions 3,805 8,732 
Note: Data compiled by the Receiver General for Canada. 
! (4) indicates a source of funds, while (-) indicates a requirement for funds. 
Table 2 
Government of Canada 
Detailed statement of budgetary transactions — Revenues 
April 
1994 1995 
(in millions of dollars) 
Income Tax 
Personal income tax 3,639 3,830 
Corporate income tax 366 503 
Other 158 204 
Total income tax * 4163 4,537 
Unemployment insurance contributions 1,581 1,602 
Excise taxes and duties 
Goods and Services Tax 126 -347 
Customs import duties 156 174 
Sales and excise taxes 46 300 
Total excise taxes/duties 328 127 
Total tax revenue 6,072 6,266 
Non-tax revenue OTR 322 
Total budgetary revenues 6,350 6,588 
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Table 3 


Government of Canada 
Detailed statement of budgetary transactions — Expenditures 


April 


1994 1995 


(in millions of dollars) 
Transfer payments to: 


Persons 
Elderly benefits 1,635 1,655 
Unemployment insurance benefits 1,390 L137, 
Other 114 (lle 
Total 3,139 2,904 
Other levels of government 
Established Programs Financing Ips 851 
Fiscal transfers 858 1,002 
Canada Assistance Plan 603 607 
Total 203 2,460 
Other 
Agriculture 81 2 
Indians and Inuit 634 645 
Regional development 1 Bs 
Science and technology 2 2 
International assistance 81 93 
Other 310 2h2 
Total 1,109 1123 
Total transfers 6,461 6,387 
Payments to Crown corporations 484 49] 
Operating and capital expenditures 
Defence 421 404 
All other departmental expenditures 891 Lip 
| Total oi 177 
_ Total program spending 8,257 8,055 
Public debt charges Aloo 5550 
Total budgetary expenditures 11,416 11,910 
Table 4 


_ Government of Canada 


_Non-budgetary transactions 
| April 


1994 1995 


(in millions of dollars) 
_ Loans, investments, and advances 


Crown corporations -182 30 
Other -75 -366 
Total -257 -336 

_ Specified purpose accounts 
. Canada Pension Plan Account 514 ae! 
Superannuation accounts -150 -143 
i} Other -81 37 
| Total 283 451 
_ Other transactions -1,660 -360 


| Total non-budgetary transactions -1,634 -245 
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Table 5 
Government of Canada 


Foreign exchange and unmatured debt transactions 


April 
1994 1995 


Foreign exchange transactions 
Net international reserves 
Unmatured debt transactions payable 
in foreign currencies 
Total 
Unmatured debt transactions 
Marketable bonds 
Canada Savings Bonds 
Treasury bills 
Other 
Subtotal 
Less: 
Government’s holding of unmatured debt 
Unmatured debt transactions payable 
in foreign currencies 
Subtotal 
Total unmatured debt transactions payable 
in Canadian dollars 


(in millions of dollars) 


1,665 3,092 
479 -1,461 
2,144 -4,553 
Pgoy() 3,050 
-798 -452 
1,600 6,000 
478 -1,462 
4,155 7,136 
129 135 
-479 1,461 
-350 1,596 
3,805 8,732 


Table 6 


Government of Canada 
Cash, unmatured debt and debt balances 


at April 30th 
1994 1995 


Cash balances at end of period 
In Canadian dollars 
In foreign currencies 
Total cash balance 
Unmatured debt balance 
Payable in Canadian dollars 
Marketable bonds 
Canada Savings Bonds 
Treasury bills 
Other 
Sub-total 
Less: 
Government’s holdings of unmatured debt 
Total 
Payable in foreign currencies 
Marketable bonds 
Notes and loans 
Canada bills 
Subtotal 
Less: ; 
Government’s holdings of unmatured debt 
Total unmatured debt 


(in millions of dollars) 


1,383 537 

2) 173 

1,388 710 
206,324 228,690 
30,533 31,033 
167,600 170,450 
2,21 3,487 
406,978 433,662 
847 855 
406,131 432,807 
5,019 7,193 

0 0 

6,128 7,338 
11,147 15,378 
0 0 


417,278 448,185 
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For further information contact: P. DeVries at 996-7397. : 
Cet imprimé est également offert en frangais. 
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Financial Highlights for May 1995 


The deficit in May 1995 was estimated at 

$1.1 billion, down $0.2 billion from May 1994. 
The decline would have been larger, by 

$0.4 billion, except that there was an extra pay 
period in May 1995 compared to May 1994. 


¢ The year-over-year improvement in the deficit 
was attributable to higher budgetary revenues, 
which were up $0.9 billion or 8.4 per cent on 
a year-over-year basis. Program spending was 
up slightly, while public debt charges were 
up $0.6 billion, or 19.2 per cent from year 
earlier levels. 


¢ Most of the increase in budgetary revenues was 
due to personal income tax collections, which 
were up $0.6 billion or 12.7 per cent from 
May 1994. This reflected a combination of 
higher deductions from employment income, 
higher taxes paid on filing and lower refunds. 
Corporate income tax collections were up 
16.5 per cent. Sales and excise taxes were 
somewhat lower. 


¢ All of the increase in program spending was 
attributable to the timing of federal government 
employees’ pay periods. For the majority of 
federal government employees, pay periods 
are once every two weeks. As a result, there are 
three pay periods within one month twice during 
the course of the year. In 1995-1996, the first 
three-pay period occurred in May 1995, whereas 
in 1994-95, it occurred in June 1994. This raised 
program spending by about $0.4 billion in 
May 1995. 


© Public debt charges, on a year-over-year basis, 
were up $0.6 billion, or 19.2 per cent. This 
increase reflects both the increase in the stock of 
debt and higher interest rates since May 1994. 


Financial Results for April 
and May 1995 


Over the first two months of the fiscal year (April 
and May), the deficit was $0.1 billion higher than 
in the same period in 1994-95, as higher public 
debt charges offset the increase in revenues 

and lower program spending. As noted above, 
the results to date are affected by the inclusion 

of an extra pay period in May 1995. Excluding 
this effect, the deficit over the first two months 
of 1995-96 would have been about $0.3 billion 
lower than in the same period last year. 


The February 1995 Budget assumed that economic 
growth would slow somewhat in 1995 from that 
recorded in 1994 and that interest rates would be 
substantially higher than in 1994. Based on these 
economic asumptions, coupled with the fiscal 
actions taken in the budget, the deficit in 1995-96 
was projected to decline to $32.7 billion. 


Based on recent economic data, growth will be 
weaker than projected in the budget but interest 
rates could be substantially lower. Although it 

is still too early to assess the impact of current 
economic developments on the deficit outlook for 
1995-96, given the fiscal sensitivities, the impact of 
lower interest rates on public debt charges should 
be sufficient to offset the effect of lower growth on 
revenues and program spending. Finally, the 1995- 
96 deficit target includes a Contingency Reserve of 
$2.5 billion to cover risks associated with 
unpredicted economic events. 


| 


Canada 
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Table | 


Government of Canada 
Summary statement of financial transactions! 


May April to May 
1994 1995 1994-95 1995-96 
(in millions of dollars) 


Budgetary transactions 


Revenues 10,527 11,409 16,876 17,997 
Program spending -8,603 -8,659 - 16,860 -16,714 
Operating balance 1,924 DIES 16 13283 
Public debt charges =3,204 -3,882 -6,393 =A 137 
Deficit =[310 =[3 132 -6,377 -6,454 
Non-budgetary transactions 141 783 -1,491 538 
Financial requirements (excluding foreign 
exchange transactions) -1,169 ~349 -7,868 -5,916 
Foreign exchange transactions 792 DoD 22935 -2,171 
Financial requirements -377 2,033 -4,933 -8,087 
Unmatured debt transactions 706 1,048 4,510 9,780 


Note: Data compiled by the Receiver General for Canada. 
| (+) indicates a source of funds, while (-) indicates a requirement for funds. 


Table 2 


Government of Canada 
Detailed statement of budgetary transactions — Revenues 


May April to May 


1994 1995 1994-95 1995-96 


(in millions of dollars) 
Tax revenues 


Personal income tax 5,039 5,680 8,678 9,510 
Corporate income tax 866 1,009 32 1,514 
Other 126 1 284 320 
Total income tax 6,031 ‘ 6,806 10,194 11,344 
Unemployment insurance contributions P6235 1,641 3,206 3,244 


Excise taxes and duties 


Goods and Services Tax 1,602 1,601 15729 1,254 
Customs import duties 249 228 405 402 
Sales and excise taxes TEI 718 803 1,018 
Total excise taxes/duties 2,608 OG 2,937 2,674 
Total tax revenue 10,264 10,995 £6,337 17,261 
Non-tax revenue 263 414 539 736 


Total budgetary revenues nlLO27 11,409 16,876 17,998 


The Fiscal Monitor 


Table 3 
Government of Canada 


Detailed statement of budgetary transactions — Expenditures 


_ Total non-budgetary transactions 


May April to May 
1994 1995 1994-95 1995-96 
(in millions of dollars) 
Transfer payments to: 
Persons 
Elderly benefits 1,703 35 3.58 / 3,390 
Unemployment insurance benefits 1,369 1,188 2,759 ORSON 
Other 119 120 235 232 
Total 3,191 3,043 6,329 5,947 
Other levels of government 
Established Programs Financing T2. 705 1,504 555 
Fiscal transfers 852 Dp | fell: S55 
Canada Assistance Plan qiks) 687 1,318 1,293 
Total 2,319 1,943 4,533 4,401 
Other 
Agriculture 14 14 96 23 
Indians and Inuit 264 DD 897 900 
Regional development 10 19 ji) 9 
Science and technology 18 46 19 48 
International assistance 7 83 198 176 
Other 384 526 694 197 
Total 807 943 1,915 1,965 
Total transfers 6,3 E7 5,929 TA ass 
Payments to Crown corporations 342 Maye 825 742 
Operating and capital expenditures 
Defence 675 853 1,096 j Saar) 
All other departmental expenditures 12710 1625 ZNG2 2,402 
Total 1,945 2,478 3,258 3,659 
Total program spending 8,604 8,659 16,860 16,714 
Public debt charges Bi o4 3,882 6,393 ITO! 
Total budgetary expenditures 11,838 12,541 233293 24,451 
| 
‘Table 4 
Government of Canada 
Non-budgetary transactions 
| May April to May 
| 1994 1995 1994-95 1995-96 
(in millions of dollars) 
Loans, investments, and advances 
, Crown corporations -40 -53 -222 -24 
_ Other -55 -9 1300p ey eee 4 
Total -95 -62 -352 -398 
Specified purpose accounts 
| Canada Pension Plan Account 670 740 1,184 1,296 
_ Superannuation accounts -171 -170 -320 -313 
Other it -24 rs -80 ae 14 
Total 500 546 784 997 
Other transactions -264 299 -1,923 -61 


783 -1,491 538 
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Table 5 


Government of Canada 
Foreign exchange and unmatured debt transactions 


May April to May 
1994 1995 1994-95 1995-96 
(in millions of dollars) 


Foreign exchange transactions 


Net international reserves 326 ANT 1,990 GS 
Unmatured debt transactions payable 
in foreign currencies 466 -1,865 945 -1,326 
Total 192 PE ayo) 2,935) =25 hs 
Unmatured debt transactions 
Marketable bonds 2,000 5,0) 4,875 6,615 
Canada Savings Bonds =o, -430 -1,356 -882 
Treasury bills -900 -2,250 700 3,126 
Other — 465 -1,866 _ 943 -3,324 
Subtotal 1,008 -98 1 S162 613s 
Less: 
Government’s holding of unmatured debt 164 164 223 299 
Unmatured debt transactions payable 
in foreign currencies — -466 | 1,865 -945 3,326 
Subtotal -302 2,029 -652 3,625 
Total unmatured debt transactions payable 
in Canadian dollars 706 1,048 4,510 9,780 
Table 6 


Government of Canada 
Cash, unmatured debt and debt balances 


at May 31 


1994 1995 
(in millions of dollars) 


Cash balances at end of period 


In Canadian dollars 1,691 3,563 
In foreign currencies ae _ 
Total cash balance ial es) 3,58m 


Unmatured debt balance 
Payable in Canadian dollars 


Marketable bonds 208,320 232,258 
Canada Savings Bonds 29,976 30,504 
Treasury bills 166,700 168,200 
Other 3,496 3 
Subtotal 408,492 434,445 
Less: 
Government’s holdings of unmatured debt 683 692 
Total 407,809 433,/38 
Payable in foreign currencies 
Marketable bonds 5,019 7,875 
Notes and loans 0) 0 
Canada bills 6,594 5,720 
Subtotal Eons: 13,595 
Less: 
Government’s holdings of unmatured debt 0 0 
Total unmatured debt 419,422 447,348 
Be B peel of Finance Misia des Finances For further information contact: P. DeVries at 996-7397. 
anada Cet imprimé est également offert en frangais. 
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Highlights of financial results for June 1995 


Deficit down $0.2 in June 1995 
The deficit in June 1995 was estimated at $2.7 billion, down $0.2 billion from June 1994. 


¢ The year-over-year improvement in the deficit was attributable to higher budgetary revenues and 
lower program spending. In contrast, public debt charges were up sharply from year earlier levels. 


Deficit for April to June 1995 down by $0.1 billion 


Over the first three months of the fiscal year, the deficit, at $9.1 billion, was $0.1 billion lower than in 
the same period in 1994-95. 


¢ Budgetary revenues were up $1.6 billion, on a year-over-year basis. This increase in collections 
reflected strong growth in income taxes, dampened by a decline in sales and excise tax collections. 


¢ Program spending declined by $0.5 billion, as lower expenditures on unemployment insurance 
benefits, departmental operating and capital spending and Crown corporation expenditures more than 
offset increases in other components. 


¢ Public debt charges were up by $1.9 billion. This increase reflects both the increase in the stock of 
debt and higher interest rates since May 1994. 


The February 1995 budget assumed that economic growth would slow somewhat in 1995 from that 
recorded in 1994 and that interest rates would be substantially higher than in 1994. Based on these 
economic assumptions, coupled with the fiscal actions taken in the budget, the deficit in 1995-96 was 
projected to decline to $32.7 billion. 


Based on recent economic data, growth will be weaker than projected in the budget but interest rates 
could be lower. Although it is still too early to assess the impact of current economic developments on 
the deficit outlook for 1995-96, given the fiscal sensitivities, the impact of lower interest rates on public 
debt charges should offset the effect of lower growth on revenues and program spending. Finally, the 
1995-96 deficit target includes a Contingency Reserve of $2.5 billion to cover risks associated with 
unpredicted economic events. 


Canada 
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Table | 


Summary statement of transactions 


_ June 7 April to June 
1994 1995 1994-95 1995-96 
(in millions of dollars) 

Budgetary transactions 

Revenues 9,942 10,402 26,819 28,399 

Program spending -9,444 -9,126 -26,303 -25,841 

Operating surplus 498 216 516 250 

Public debt charges -3,409 -3,963 -9,802 -11,699 

Deficit -2,911 -2,687 -9,286 -9,141 
Non-budgetary transactions -1,820 =2, 131 -3,309 -1,592 
Financial requirements (excluding 

foreign exchange transactions) -4,731 -4,.818 -12,595 -10,733 
Foreign exchange transactions: 

net source (+) / requirement (-) 1,279 1,544 1,656 -627 
Total financial requirements -6,010 -3,274 -10,939 -11,360 
Unmatured debt transactions 4,906 1,981 9,416 11,761 


The federal deficit 
1994-95 and 1995-96 - 


Year to date 


billions of dollars 


45 
“0 1908.96 
35 |_| 1994-95 


First Second Third Fourth Fiscal 


quarter quarter quarter quarter year () 


‘) Estimate: February 1995 budget. 


Budgetary revenues up in first quarter 


On a year-over-year basis, budgetary revenues 
over the April 1995 to June 1995 period, 
increased by $1.6 billion (5.9 per cent). Most of 
this increase was attributable to higher personal 
income tax collections, up $1.2 billion. This 
reflected a combination of higher deductions 
from employment income, increased instalment 
payments and higher taxes paid on filing 
relating to the 1994 taxation year. 


Corporate income tax collections increased 
by $0.5 billion in the first quarter of 1995-96, 
attributable to the continued strength in 
corporate profits. 


Unemployment insurance premium contributions — 


advanced by $0.1 billion, as the impact of lower 
premium rates in 1995 was more than offset 

by an increase in maximum insurable earnings — 
the applicable base to which premium rates 

are applied — and higher employment. 
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Table 2 
Budgetary revenues 
June April to June 
Per cent 
1994 1995 1994-95 1995-96 change 
(in millions of dollars) (%) 
Income taxes er 
Personal income tax 4,444 4,793 | el | 14,303 9.0 
Corporate income tax Lou L216 2,243 2,728 21.6 
Other 108 133 392 453 Isis 
Total income tax 5,563 6,142 Lowi6 17,484 11.0 
Unemployment insurance contributions 1,660 1,684 4,866 4,927 1:3 
Excise taxes and duties 
Goods and Services Tax era 1S 37, 3,106 P92 -16.5 
Customs import duties 280 240 685 642 -6.3 
Sales and excise taxes 587 569 ? 1,390 ESS 14.1 
Total excise taxes and duties 3,244 3,146 3,271 4,821 -7.0 
Total tax revenue 9,467 9,972 25,803 DA paps a3 
Non-tax revenue 475 ; 430 1,016 . 1,167 2 14.9 
Total budgetary revenues 9,942 10,402 26,819 28399 Dey 


Total excise taxes and duties declined $0.4 billion, 
primarily reflecting lower Goods and Services Tax 
(GST) collections. 


'¢ Although gross GST receipts were up 6.4 per 
cent in the first quarter of 1995-96, this was 
more than offset by higher refunds. As a result, 
net GST collections were 16.4 per cent below 
the first quarter 1994-95 level. 


* Customs import duties declined, in part 
reflecting reductions in tariffs under 
the Canada-United States Free Trade 
Agreement. 


» Sales and excise taxes and duties were up, 
_ largely due to the increase in gasoline 
and tobacco tax rates introduced in 
February 1995. 


30 
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Budgetary expenditures higher 
due to higher interest rates 


In the first quarter of 1995-96, total budgetary 
expenditures were up 4.0 per cent, or $1.4 billion, 
on a year-over-year basis. Public debt charges, 
the largest single component of budgetary 
expenditures, increased by $1.9 billion, or 

19.4 per cent. 


¢ The increase in public debt charges reflects 
both the increase in the stock of debt and 
higher interest rates since May 1994. 


Program spending lower 


Program spending declined by $0.5 billion 

(1.8 per cent) in the April 1995 to June 1995 
period, compared to the same period in 1994-95. 
This decline primarily reflects: 


¢ lower unemployment insurance benefits, 
down 16.9 per cent, reflecting a decline in the 
number of persons eligible for unemployment 
insurance benefits and the impact of recent 
budget measures; 


¢ lower spending on operating and capital 
by the non-defence departments and lower 
expenditures on Crown corporations, reflecting 
the impact of restraint measures; and 


¢ lower transfers in the “other” component, 
primarily for agriculture and international 
assistance, in part reflecting the impact of 
restraint measures. 


In contrast, transfers to provinces, including 
Equalization, Established Programs Financing and 
Canada Assistance Plan, were up $0.2 billion or 
3.3 per cent. Part of this increase was attributable 
to timing considerations. Defence spending was 
up, largely associated with the timing of payments 
for a number of capital items approved in previous 
fiscal years. Finally, payments to the elderly were 
up 1.8 per cent, reflecting increases in the eligible 
population and higher monthly benefits, the latter 
which are indexed to quarterly changes in the 
Consumer Price Index. 


Financial requirements lower 


Financial requirements measure the amount 

by which cash going out from the government 
exceeds cash coming in. Financial requirements 
are lower than the deficit, as they also include 

the net source of funds from non-budgetary 
transactions. The latter includes transactions in 
loans, investments and advances, government 
employees’ pension accounts, other specified 
accounts, and other financial assets and liabilities. 


Non-budgetary transactions in the April 1995 to 
June 1995 period resulted in a net requirements 
of funds amounting to $1.6 billion, compared to 
$3.3 billion recorded in the corresponding period 
of 1994-95. 


As a result, financial requirements, excluding 
foreign exchange transactions, amounted to 
$10.7 billion in the first quarter of 1995-96, down 
$1.9 billion from that recorded in the first quarter 
of 1994-95. 


Budgetary expenditures 
1994-95 and 1995-96 


April to June 
Year-over-year growth 


per cent change | 
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Table 3 
Budgetary expenditures 
June April to June 
Per cent 
1994 1995 1994-95 1995-96 change 
(in millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,716 1,745 5,054 Sls, 1.6 
Unemployment insurance benefits 1,194 958 3955 D255 -16.9 
Veterans’ pensions/allowances 121 mS 354 351 -0.7 
Total 3.03) Pes AD: 9,361 8,769 -6.3 
Other levels of government 
Established Programs Financing 12 764 2057); 2,318 27 
Fiscal transfers 907 1,103 2,618 2,656 1.4 
Canada Assistance Plan 776 934 2,093 UBD 6.4 
Total 2,435 2,801 6,968 7,201 Sh) 
Other 
Agricultural subsidies 47 6 142 30 -78.9 
Indian and Inuit programs Dee) Dass) Lion (155 -0.1 
Regional development 0) 19 28 40 42.8 
Science and Technology 67 Dy, 62 66 6.4 
International assistance 98 100 295 276 -6.4 
Other 493 A477 HE2e2 Poles 8.3 
Total 982 914 2,896 2,880 -0.6 
Total transfers 6,448 65537) WS) eS 18,850 -0.7 
Payments to Crown corporations 
Canadian Broadcasting Corporation 83 82 S07 354 -3.5 
Canada Mortgage and Housing Corporation 168 163 48] 429 -10.8 
Other 124 105 353 310 -12.2 
Total 315 351 1,201 1,093 -9.0 
Operating and capital expenditures 
Defence 826 825 15922 2,082 8.3 
All other departmental expenditures L195) 1,4 13 3,954 38 IS =o.) 
| Total 2,621 2,238 5,877 5,897 0.3 
| 
Total program expenditures 9,444 9,126 26,303 25,841 =1e8 
Public debt charges 3,409 3,903 ba) 80 2a L690 a LD 4 
12,8530 3,089 36,105 37,540 4.0 


Total budgetary expenditures 
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Table 4 


The deficit and financial requirements 


June April to June 
1994 [O95 1994-95 1995-95 
(in millions of dollars) 
Deficit -2,911 -2,687 -9,286 -9,141 
Loans, investments and advances 
Crown corporations -19 122 -24] 98 
Other -60 -190 -189 -563 
Total -79 -68 -430 -465 
Specified purpose accounts 
Canada Pension Plan Account 336 21 1,520 1,318 
Superannuation accounts DENS 2,339 13925 2,026 
Other 5)5) -19 44 -6 
Total 2,616 2,341 3,401 3,338 
Other transactions -4,356 -4,404 -6,280 -4,465 
Total non-budgetary transactions -1,820 -2,131 -3,309 S592 
Financial requirements -4,731 -4,818 -12,595 -10,733 


(excluding foreign exchange transactions) 


Table 5 


Financial requirements, foreign exchange and unmatured debt transactions 


June ; April to June 
1994 1995 1994-95 1995-96 
(in millions of dollars) 
Financial requirements -4,73] -4,.818 -12,595 -10,733 
(excluding foreign exchange) 
Foreign exchange transactions 
Net international reserves -2,448 -9] -458 1,064 
Unmatured debt transactions 
payable in foreign currencies 1,169 _ 1,033) 2,114 -1,691 
Total -1,279 1,544 1,656 -627 
Total financial requirements -6,010 -3,274 -10,939 -11,360 
Unmatured debt transactions 
Marketable bonds 4,500 3,953 9,376 10,568 
Canada Savings Bonds -565 -384 -1,92] -1,266 
Treasury bills 850 -3 1550 3,747 
Other 1,168 -90 2h -3,418 
Subtotal 5,954 3,476 LENG 9,63] 
Less: 
Government’s holding of unmatured debt (21 140 414 439 
Unmatured debt transactions payable 
in foreign currency _-1,169 =15635. -2,114 1,691 
Subtotal -1,048 -1,495 -1,700 2,13¢ 
Total unmatured debt transactions 
payable in Canadian dollars 4,906 1,981 9,416 11,761 
Change in cash balance 


-1,104 


-1,523 401 
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Table 6 


Cash, unmatured debt and debt balances 


at June 1995 
1994 1995 


(in millions of dollars) 


Cash balances at end of period 


In Canadian dollars 591 2,289 
In foreign currencies 22 > 
Total cash balance 613 2,294 


Unmatured debt balance 
Payable in Canadian dollars 


Marketable bonds 2125821 234,155 
Canada Savings Bonds 29,411 30,120 
Treasury bills 167,550 168,197 
Other 3,495 3,814 
Subtotal 413,277 436,286 
Less: 
Government’s holdings of unmatured debt 562 552 
Total 412,715 435,734 
Payable in foreign currencies 
Marketable bonds S019 9929 
Notes and loans 0 0 
Canada bills 7,103 __ 5,302 
Subtotal Le 82 15231 
Less: 
Government’s holdings of unmatured debt 0 py 
_ Total unmatured debt 425,497 450,965 
The purpose of the Exchange Fund Account is to As a result, total financial requirements, including 
_ promote order and stability in the foreign exchange foreign exchange transactions, were $11.4 billion 
market. It fulfils this function by buying foreign in the first quarter of 1995-96, up $0.4 from the 
_ exchange (selling Canadian dollars) when there net requirement in the same period last year. 


is upward pressure on the value of the Canadian 
dollar and selling foreign exchange (buying 
Canadian dollars) when there is downward 

_ pressure on the currency. 


To finance these requirements, the government 
borrows from the private sector and/or draws down 
its cash reserves. Total borrowings from the private 
sector (unmatured debt transactions) amounted 


| In the first quarter of 1995-96, foreign exchange to $1 1.8 billion in the first quarter of 1995-96, up 

transactions provided a net requirement of funds $2.4 billion from that borr owed on financial 
amounting to $0.6 billion, compared to a net markets during the same period last year. Cash 
source of funds amounting to $1.7 billion in the balances, as of June 30, 1995, stood at $2.3 billion, 
first quarter of 1994-95. compared to $0.6 billion at June 30, 1994. 
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Table 7 


Debt Servicing and Reduction Account 


April to Jun 


1991-92 1992-93 1993-94 1994-95 1995-96 
(in millions of dollars) 
Gross GST collected 29,564 30,516 32,052 35,460 7,895 
Less: 
Refunds and rebates 11,330 ID138 13,338 16,195 4,580 
Quarterly low-income tax credit 2262 2,503 2,685 2,816 Yu3 
Net GST 15,168 14,868 15,696 [35578 2,992 
GST penalties and interest received 19 7] 90 
Gains from wind-up of interest in Crown 
corporations/disposal of shares in 
Crown corporations 2 110 
Gifts to the Crown _04 Ou 0.1 0.4 


Proceeds to the DSRA 15,190 


15,050 15,786 


Figures for 1991-92, 1992-93, and 1993-94 are from the Public Accounts of Canada. 


Figures for 1994-95 are for April 1994 to March 1995. 


The Debt Servicing and Reduction Account 


In June 1992, legislation to establish the Debt 
Servicing and Reduction Account received Royal 
Assent. As a result, effective April 1, 1991, all 
Goods and Services Tax revenue net of the 
applicable input tax credits, rebates, and the low- 
income credit, along with the net proceeds from the 
Sale of Crown corporations and gifts to the Crown 


iw @ Department of Finance Ministére des Finances 
Canada Canada 


bispay Lip So: 


identified for debt reduction must, by law, go 
directly to the Debt Servicing and Reduction 
Account. The funds in this Account can only be 
used to pay the cost of servicing the public debt 
and ultimately to reduce the debt. The Account is 
audited on an annual basis by the Auditor General 
of Canada. 


For further information contact: P. DeVries at 996-7397. 
Cet imprimé est également offert en frangais. 
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Highlights of financial resu i 
for July 1995 


Deficit down $1.2 billion in July 


The deficit in July 1995 was estimated at | 
$1.4 billion, down $1.2 billion from July 1994. 


¢ The year-over-year improvement in the deficit 
was attributable to higher budgetary revenues, 
up $0.9 billion or 9.6 per cent, and lower 
program spending, down $0.8 billion or 
9.6 per cent. In contrast, public debt charges 
in July 1995 were up $0.6 billion, or 
17.1 per cent, from year earlier levels. 


¢ About half of the increase in budgetary revenues 
was due to higher Goods and Services Tax 
(GST) collections (up $0.5 billion or 
82.3 per cent), coupled with continued strong 
growth in personal income tax (up $0.4 billion 
or 7.4 per cent) and corporation income tax 
(up $0.1 billion or 12.8 per cent) collections. 
The large increase in GST collections primarily 
reflects timing factors, related to the receipt 
of collections and the payment of input 
tax credits. 


* ‘The decline in program spending was 
widespread throughout all components, largely 
attributed to the effect of the restraint measures 
announced in the 1995 budget. 


Deficit for April to July 1995 
Jown by $1.3 billion 
ver the first four months of the fiscal year 


April to July), the deficit was $1.3 billion 
ower than in the same period in 1994-95. 


\. Budgetary revenues were up $2.5 billion or 
SEP2i WMG & 


6.9 per cent, on a year-over-year basis. This 
increase in collections reflected strong growth 
in personal and corporate income taxes 
collections. GST collections were virtually 
unchanged on a year-over-year basis while 
other excise taxes and duties were up due to 
the increases in tax rates announced in 
February 1995. 


¢ Program spending declined by $1.3 billion or 
3.7 per cent. All major components registered 
declines, with the exception of transfers to 
other levels of government, which were up 
1.0 per cent. The declines in program 
spending largely reflected the impact of 
the 1995 budget measures. 


¢ Public debt charges were up by $2.5 billion, 
reflecting both the increase in the stock of debt 
and higher interest rates since May 1994. 


The February 1995 budget projected that the deficit 
in 1995-96 would decline to $32.7 billion. 


Based on recent economic data, growth will be 
weaker than projected in the budget but interest 
rates could be substantially lower. Although it 
is still too early to assess the impact of current 
economic developments on the deficit outlook 
for 1995-96, given the fiscal sensitivities, the 
impact of lower interest rates on public debt 
charges should be sufficient to offset the effect 
of lower growth on revenues and program 
spending. Finally, the 1995-96 deficit target 
includes a Contingency Reserve of $2.5 billion 
to cover risks associated with unpredicted 
economic events. 
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Table | 


Summary statement of transactions! 


July April to July 
1994 1995 1994-95 1995-96 
(in millions of dollars) 
Budgetary transactions 
Revenues 9,655 10,581 36,473 38,980 
Program spending -8,807 -7,962 -35,111 =33,8039 
Operating balance 848 2,619 E362 5,177, 
Public debt charges -3,422 -4,007 -13,224 -15,706 
Deficit -2,574 -1,388 -11,862 -10,529 
Non-budgetary transactions 1337 Ea7s -1,473 -13 
Financial requirements (excluding 
foreign exchange transactions) -737 190 - 13,335 -10,542 
Foreign exchange transactions 196 -1,579 1352 -2,025 
Financial requirements -54] -1,389 -11,483 -12,747 
Unmatured debt transactions 1,545 2,243 10,962 14,003 
Note: Data compiled by the Receiver General of Canada. 
| (+) indicates a source of funds, while (-) indicates a requirement for funds. 
Table 2 
Detailed statement of budgetary transactions — Revenues 
July April to July 
1994 1995 1994-95 1995-96 
(in millions of dollars) 
Income taxes 
Personal income tax 4,908 5,269 18,030 19,572 
Corporate income tax 968 1,092 Sr Aly| 3,820 
Other income tax revenue 206 201 598 654 
Total income tax 6,082 6,562 21,839 24,046 
Unemployment insurance contributions 1,691 1,706 6,557) 6,634 
Excise taxes and duties 
Goods and Services Tax 631 [150 SEIeW) 3,742 
Customs import duties 303 223 988 865 
Sales and excise taxes 504 576 1,894 2,164 
Total excise taxes/duties 1,437 10495 6,619 6,774 
Total tax revenue 9,211 10217 S50 15 37 ASS 
Non-tax revenue 444 364 1,458 1,523 
Total budgetary revenues 9,655 10,581 36,473 38,980 
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Table 3 


Detailed statement of budgetary transactions — Expenditures 


July April to July 
1994 1395 1994-95 1995-96 


(in millions of dollars) 


Transfer payments to: 


Persons 
Elderly benefits 1,706 1,749 6,760 6,884 
Unemployment insurance benefits 1,034 905 4,987 4,188 
Other 119 119 473 470) 
Total 2,859 Lag ie) 12220 11,542 
Other levels of government 
Established Programs Financing 763 769 3,020 3,087 
Fiscal transfers 802 699 3,420 8555) 
Canada Assistance Plan a9 676 2,813 2,903 
Total 2,284 2,144 93253 9,345 
Other 
Agricultural 36 26 178 56 
Indian and Inuit 219 242 1,376 1,485 
Regional development 16 22 44 62 
Science and Technology 35 oe) 185 168 
International assistance 233 a3 528 370 
Other 539 318 1,564 1,469 
Total 878 730 3,875 3,610 
Total transfers 6121 5,647 25,348 24,497 
Payments to Crown corporations 318 342 1,518 1,435 
Operating and capital expenditures 
Defence 943 746 2,866 2,828 
All other departmental expenditures 1,425 22) 5,319 3,043- 
Total 2,368 Bes: 8,245 TESA! 
Total program spending 8,807 7,962 Sie) aI 33,803 
| Public debt charges : 3,422 4,007 13,224 15,706 
_ Total budgetary expenditures 12,229 11,969 48,335 49,509 
Table 4 
| Non-budgetary transactions 
| July April to July 
1994 1995 1994-95 1995-96 


(in millions of dollars) 
Loans, investments and advances 


Crown corporations 412 402 |e ae 500 
Other -27 -80 -216 -643 
Total 385 327 -45 -143 
Specified purpose accounts 
Canada Pension Plan Account -325 -476 TS195 842 
Superannuation accounts -147 -167 1,778 1,858 
Other 33 =: eal? aM me 
Total -439 -648 2,961 2094 
Other transactions 1,891 1,904 -4,389 -2,561 


Total non-budgetary transactions 1,837 1,578 -1,473 -13 
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Table 5 
Foreign exchange and unmatured debt transactions 
July April to July 
1994 1995 1994-95 1995-96 
(in millions of dollars) 
Foreign exchange transactions 
Net international reserves 2114 -1,303 Sop Z -239 
Unmatured debt transactions 
payable in foreign currencies ZOO -276 5,024 -1,966 
Total 196 = 19 1,852 -2,205 
Unmatured debt transactions 
Marketable bonds 6,123 3.023 15,499 15,592 
Canada Savings Bonds -566 -285 -2,487 = [255i 
Treasury bills -1,550 -3,248 499 
Other 3298) 352 2,440 -3,066 
Subtotal 4,336 1,842 19452 11,474 
Less: 
Government’s holding of unmatured debt 119 125 534 563 
Unmatured debt transactions payable 
in foreign currencies -2,910 276 -5,024 1,966 
Subtotal -2,791 401 -4,490 2529 
Total unmatured debt transactions 
payable in Canadian dollars 1,545 2,243 10,962 14,003 
Table 6 
Cash, unmatured debt and debt balances 
at July 31 
1994 1995 
(in millions of dollars) 
Cash balances at end of period 
In Canadian dollars 1,605 Bag 4s) 
In foreign currencies 14 2h 
Total cash balance 1,619 3,146 
Unmatured debt balance 
Payable in Canadian dollars 
Marketable bonds PAG Ts 239.350 
Canada Savings Bonds 28,845 29,835 
Treasury bills 166,000 164,949 
Other 3,687 4,265 
Subtotal 414,703 438,404 
Less? 
Government’s holdings of unmatured debt 442 428 
Total 414,261 437,976 
Payable in foreign currencies 
Marketable bonds 1392 9,752 
Notes and loans 0 0 
Canada bills 7,900 5,208 
Subtotal 15,692 14,955 
Less: 
Government’s holdings of unmatured debt 0 0 
Total unmatured debt 429,953 452,931 
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For further information contact: P. DeVries at 996-7397. 
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Highlights of financial results 
for August 1995 


Deficit up $0.5 billion in August 1995 


The deficit in August 1995 was estimated at 
$3.2 billion, up $0.5 billion from August 1994. 


¢ This increase in the deficit was expected given 
the large reduction in the deficit recorded in 
the previous month. As noted in the July 1995 
Fiscal Monitor, some of the $1.2 billion 
improvement in the deficit in July 1995 
compared to July 1994 was attributable to 
the timing of certain receipts. A large portion 
of federal revenues come in at the end of each 
month. If the month ends on a weekend or if 
there is a holiday on the first working day of the 
following month, the recording of some receipts 
can be pushed into the following month. Last 
year, the August Civic Holiday fell on Monday, 
August 1S". This caused some receipts pertaining 
to July 1994 to be reported in August 1994, 
thereby increasing August receipts but 
dampening July receipts. This did not occur this 
year as the Civic Holiday fell on August 7th. 


¢ In addition, the August 1995 results were also 
affected by the timing of certain payments, 
especially transfers to provinces under 
the Canada Assistance Plan, which were 
up 33.0 per cent in August 1995. In the 1994 
budget, transfers under this program for 1995-96 
were frozen at their 1994-95 level. As a result, 
transfers in subsequent months will be lower 
than during the corresponding period last year. 


* These factors, therefore, should not have any 
impact on the overall deficit results for the year 
as a whole. 
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Deficit for April to August 19954 

down by $0.8 billion 3 
a 

x 


Over the first five months of the fiscal year@A 
to August), the deficit was $0.8 billion lowSeee 
the same period in 1994-95, as increases in revenues 
and lower program spending more than offset the 
increase in public debt charges. 


¢ Budgetary revenues were up $2.6 billion or 
5.6 per cent, on a year-over-year basis, with 
increases reported in all major components, 
except customs import duties. 


¢ Program spending declined by $1.1 billion or 
2.5 per cent. All major components registered 
declines, with the exception of transfers to 
other levels of government (up 3.1 per cent) and 
expenditures related to Crown corporations (up 
0.5 per cent). The declines in program spending 
largely reflected the impact of the 1994 and 1995 
budget measures, while the increases largely 
reflected timing considerations. 


¢ Public debt charges were up by $2.9 billion. This 
increase reflects both the increase in the stock of 
debt and higher interest rates since May 1994. 


The February 1995 budget projected that the deficit 
in 1995-96 would decline to $32.7 billion. 


Based on recent economic data, growth will be 
weaker than projected in the budget but interest rates 
could be substantially lower. Although it is still too 
early to assess the full impact of current economic 
developments on the deficit outlook for 1995-96, 
given the fiscal sensitivities, the impact of lower 
interest rates on public debt charges should be 
sufficient to offset the effect of lower growth 

on revenues and program spending. Finally, the 
1995-96 deficit target includes a Contingency 
Reserve of $2.5 billion to cover risks associated with 
unpredicted economic events. 
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Table | 


Summary statement of transactions! 


August April to August 
1994 1995 1994-95 1995-96 
(in millions of dollars) 
Budgetary transactions 
Revenues 9,940 10,046 46,413 49,026 
Program spending = 2,054 -9,268 -44,164 -43,070 
Operating balance 886 778 2,249 5,956 
Public debt charges -3,507 -3,935 -16,731 -19,641 
Deficit -2,621 28 i) -14,482 - 13,685 
Non-budgetary transactions 636 1,024 -836 LOU 
Financial requirements (excluding 
foreign exchange transactions) -1,855 -2,133 -15,318 -12,674 
Foreign exchange transactions 1,263 -3,289 Sp lial ee) -5,496 
Financial requirements -722 -5,422 - 12,203 -18,170 
Unmatured debt transactions 524 5,110 11,488 19,113 
Note: Data compiled by the Receiver General of Canada. 
! (+) indicates a source of funds, while (-) indicates a requirement for funds. 
Table 2 
Detailed statement of budgetary transactions — Revenues 
August April to August 
1994 1995 1994-95 1995-96 
(in millions of dollars) 
Income taxes 
Personal income tax A177 4,044 22,207 23,616 
Corporate income tax Tea 759 3,988 4,579 
Other income tax revenue 118 154 716 807 
Total income tax AUTH 4,957 26,001 29,002 
Unemployment insurance contributions 1,678 1,703 8,236 8,336 
Excise taxes and duties 
Goods and Services Tax 1,743 1,945 5,483 5,687 
Customs import duties 293 288 1,281 1,154 
Sales and excise taxes 743 645 2,636 2,808 
Total excise taxes/duties 21S 2,878 9,397 9,649 
Total tax revenues : 9,529 9,538 44,544 46,987 
Non-tax revenues 411 508 1,869 2,039 
Total budgetary revenues 9,940 10,046 46,413 49,026 
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Table 3 


Detailed statement of budgetary transactions — Expenditures 


August April to August 
1994 1295 1994-95 1995-96 
(in millions of dollars) 
Transfer payments to: 
Persons 
Elderly benefits 1,724 sii 8,483 8,637 
Unemployment insurance benefits 1233 1,040 6,221 3,228 
Other 117 118 590 588 
Total 3,074 2,910 15,294 14,453 
Other levels of government 
Established Programs Financing 763 764 3,782 3,850 
Fiscal transfers 815 842 4,235 4,197 
Canada Assistance Plan 724 963 BAS SN) 3,866 
Total 2,302 2,569 11,554 11,913 
Other 
Agricultural ail 20 229 TD 
Indian and Inuit 229 233 1,604 1,719 
Regional development 32 43 76 105 
Science and Technology 78 69 263 20 
International asststance 150 135 678 505 
Other 516 630 2,080 PA AAOW 
Total 1,056 ito 4,930 4,742 
Total transfers 6,432 6,610 SH IIR) 31,108 
Payments to Crown corporations 220 314 1,741 1,749 
Operating and capital expenditures 
Defence O53 839 3,819 3,667 
All other departmental expenditures 1,446 15505 6,826 6,546 
Total eos) 2,344 10,645 10218 
_ Total program spending 9,054 9,268 44,164 43,070 
_ Public debt charges 3,507 2h) IMs yfeAh 19,641 
Total budgetary expenditures 12,561 13,203 60,895 625711 
Table 4 
_Non-budgetary transactions 
August April to August 
1994 O95 1994-95 1995-96 
| (in millions of dollars) 
_Loans, investments and advances 
Crown corporations 27 -120 165 336 
Other a! as _-154 -602 
Total 56 -122 11 -266 
Specified purpose accounts 
Canada Pension Plan Account -305 -150 890 692 
Superannuation accounts -115 -130 1,663 i729 
Other 22 25 I] a aelos 
Total -398 -255 2,564 2,437 
Other transactions 978 1,401 -3,411 -1,160 
Total non-budgetary transactions 636 1,024 -836 1,011 
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Table 5 


Foreign exchange and unmatured debt transactions 


August 


April to August 


1994 1995 1994-95 1995-96 
(in millions of dollars) 
Foreign exchange transactions 
Net international reserves 219 -4,732 -1,953 -4,972 
Unmatured debt transactions 
payable in foreign currencies 44 1,443 5,068 -524 
Total 1263 -3,289 onlts -5,496 
Unmatured debt transactions 
Marketable bonds 3,400 5,967 18,899 21,999 
Canada Savings Bonds -376 -297 -2,863 -1,847 
Treasury bills -2,650 ies -2,650 1,850 
Other 43 -603 2,484 -3,670 
Subtotal 417 6,418 15,870 17,892 
Less: 
Government’s holding of unmatured debt [52 ie 8) 686 697 
Unmatured debt transactions payable 
in foreign currencies -44 -1,443 -5,068 524 
Subtotal 108 -1,308 -4,382 1,228 
Total unmatured debt transactions 
payable in Canadian dollars 525 S10 11,488 19,103 
Table 6 
Cash, unmatured debt and debt balances 
at August 31 
1994 1995 
(in millions of dollars) 
Cash balances at end of period 
In Canadian dollars 1,380 2,692 
In foreign currencies 42 143 
Total cash balance 422 2,835 
Unmatured debt balance 
Payable in Canadian dollars 
Marketable bonds 2195571 243,383 
Canada Savings Bonds 28,468 29,539 
Treasury bills 163,350 166,300 
Other 3,686 4,264 
Subtotal 415,075 443,486 
Less: 
Government’s holdings of unmatured debt 290 296 
Total 414,785 443,190 
Payable in foreign currencies 
Marketable bonds 7.192 11,796 
Notes and loans 0 0 
Canada bills 7,944 4,601 
Subtotal 152736 16,397 
Less: ; 
Government’s holdings of unmatured debt 0 0 
Total unmatured debt 430,521 
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Table | 


Summary statement of transactions 


September __ April to September 
1994 1995 1994-95 1995-96 
(millions of dollars) 
Budgetary transactions 
Revenues Rist SS 6s7) 57097 60,683 
Program spending -9,085 -8,779 -53,249 =91,849 
Operating surplus 2,098 2,878 4,348 8,834 
Public debt charges o>) -3,870 : -20,288 ‘ -23,51 Me 
Deficit -1,459 -992 -15,940 -14,677 
Non-budgetary transactions -182 L152 -1,017 2,163 
Financial requirements 
(excluding foreign exchange transactions) -1,461 160 -16,957 -12,514 
Foreign exchange transactions: 
net source (+)/requirement (-) -2,073 2.209 1,042 =Se2a8 
Total financial requirements -3,714 2,423 -15,915 -15,747 
Unmatured debt transactions Shea 2,033 152210 2104S 


The federal deficit | 
1994-95 and 1995-96 


Year to date 


billions of dollars. 
40 


35 
—— 1995-96 


an—— |_| 1994-95 


First = Third 
quarter quarter quarter 


a 
quarter 


Fiscal 
year 


Budgetary revenues up in second quarter 


On a year-over-year basis, budgetary revenues 
over the April 1995 to September 1995 period, 
increased by $3.1 billion (5.4 per cent). Most of 
this increase was attributable to higher personal 
income tax collections, up $2.1 billion. This 
reflected a combination of increased instalment 
payments, higher taxes paid on filing relating to 
the 1994 taxation year and higher employment. 


Corporate income tax collections increased by 
$0.7 billion in the first six months of 1995-96, 
attributable to the continued strength in 
corporate profits. 


Unemployment insurance premium contributions 
advanced by $0.1 billion, as the impact of lower 
premium rates in 1995 was more than offset by 
an increase in maximum insurable earnings — 

the applicable base to which premium rates are 
applied — and higher employment. 
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Table 2 
Budgetary revenues 
September April to September 
Per cent 
1994 1995 1994-95 1995-96 change 
(millions of dollars) (%) 
Income taxes 
Personal income tax 5,591 6,328 21,198 29,944 7. 
Corporate income tax 714 857 4,701 5,436 15:6 
Other 84 118 801 [ _ 925 a) 
Total income tax 6,389 7,303 33,300 36,305 9.0 
Unemployment insurance contributions 1.672 1,696 95907 10,033 [3 
Excise taxes and duties 
Goods and Services Tax 1,670 151.62 73150 6,849 -4.2 
Customs import duties 437 244 1,718 1,427 -16.9 
Other excise taxes/duties 477 =. 602 3 13 Satyr 3,410. . 24 
Total excise taxes and duties TESTO: 2,038 a 1,981 11,686 -2.5 
Total tax revenue 10,645 11037 55,188 58,024 2) 
Non-tax revenue 538 620 2,409 2,659 10.4 
Total budgetary revenues 1151383 11,657 S107 60,683 5.4 


Total excise taxes and duties declined $0.3 billion, 
~as lower Goods and Services Tax (GST) and 
customs import duties collections more than offset 
an increase in other excise taxes and duties. 


¢ Although gross GST receipts were up 
5.9 per cent in the first six months of 1995-96, 
this was more than offset by higher refunds. 
As aresult, net GST collections in the first 
six months of 1995-96 were 4.2 per cent below 
the comparable 1994-95 level. 


© Customs import duties declined 16.9 per cent, 
in part reflecting reductions in tariffs under the 
Canada-United States Free Trade Agreement. 


* Other excise taxes and duties were up 
9.5 per cent, largely due to the increase in 
gasoline and tobacco tax rates introduced 
in February 1995. 


Budgetary revenues 
. 19000 


“per cent change 


income tax income 
tax 


Total Personal Corporate Other 
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Budgetary expenditures higher 
due to higher interest rates 


In the first six months of 1995-96, total budgetary 
expenditures were up 2.5 per cent, or $1.8 billion, 
on a year-over-year basis. Public debt charges, 
the largest single component of budgetary 
expenditures, increased by $3.2 billion, or 

[5.9 pencent: 


e The increase in public debt charges reflects 
both the increase in the stock of debt and 
higher interest rates since May 1994. 


Program spending lower 


Program spending declined by $1.4 billion, or 
2.6 per cent in the April 1995 to September 1995 
period, compared to the same period in 1994-95. 
This decline primarily reflects: 


¢ lower unemployment insurance benefits, 
down 15.8 per cent, reflecting the impact of 
recent budget measures; 


¢ lower spending on defence, operating and 
capital by the non-defence departments and 
on Crown corporations, reflecting the impact 
of restraint measures; and 


¢ lower transfers in the “other” component, 
primarily for agriculture and international 
assistance, again largely reflecting the impact 
of restraint measures. 


In contrast, transfers to provinces, including 
Equalization, Established Programs Financing and 
Canada Assistance Plan, were up $0.2 billion or 
1.3 per cent. Part of this increase was attributable 
to the timing of payments. Finally, payments to the 
elderly were up 1.9 per cent, reflecting increases 
in the eligible population and higher monthly 
benefits, the latter which are indexed to quarterly 
changes in the Consumer Price Index. 


Financial requirements lower 


Financial requirements measure the amount by 
which cash going out from the Government 
exceeds cash coming in. Financial requirements — 
for the fiscal year as a whole — are lower than the 
deficit, as they also include the net source of funds 
from non-budgetary transactions. The latter 
includes transactions in loans, investments and 
advances, government employees’ pension 
accounts, other specified accounts, and other 
financial assets and liabilities. 


Non-budgetary transactions in the April 1995 

to September 1995 period resulted in a net source 
of funds amounting to $2.2 billion, compared to 
a net requirement of $1.0 billion recorded in the 
corresponding period of 1994-95. 


Budgetary expenditures 
Aprilto September _ 

_ Year-over-year growth - 

_ percentchange 

co 


14 


12 


0 | oe | 


Total Public debt Program 
charges spending | 
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Table 3 
Budgetary expenditures 
September April to September 
Per cent 
1994 1995 1994-95 1995-96 change 
(millions of dollars) (%) 
Transfers payments to: 
Persons 
Elderly benefits 1,706 Sul 10,190 10,388 1.9 
Unemployment insurance benefits 1,030 880 T2250 6,107 -15.8 
Veterans’ pensions/allowances TAVE Li] E1132 103 wel 
Total 2359 2,748 18,154 17,200 -5.3 
Other levels of government 
Established programs financing 763 764 4,545 4,614 ile) 
Fiscal transfers 829 837 5,064 5,034 -0.6 
Canada Assistance Plan 893 702 4,430 4,567 epee lee 
Total 2,485 2,303 14,039 14,218 i3 
Other 
Agricultural subsidies 36 109 265 205 -22.8 
Indian & Inuit Programs 250 259 1,855 1,981 6.8 
Regional development UD) 40 105 145 38.3 
Science & Technology 3D ail 298 268 -10.3 
International assistance 94 184 VI 689 -10.8 
Other abl 436 2,589 eee eee 
Total O55 1,060 B85) 5,803 -1.4 
Total transfers 6,299 Ona 38,077 Sykes) =2.3 
Payments to Crown corporations 
Canadian Broadcasting Corporation 130 90 598 613 Die) 
Canada Mortgage & Housing Corporation 164 Ws 844 886 4.9 
Other 147 118 740 ale ee 
Total 44] 383 DEM 2ASZ -2.3 
Operating and capital expenditures 
Defence 850 820 4,670 4,487 -3.9 
All other departmental expenditures 1,495 1,465 6.3207 S012 -3.7 
Total 2,345 2285 12,990 12,499 -3.8 
| Total program expenditures 9,085 O51 79 53,249 51,849 -2.6 
‘Public debt charges spay) 3,870 PAVERS ey SN yee 


‘Total budgetary expenditures 12,642 12,649 Theoreey| 75,360 2.) 
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Table 4 
The deficit and financial requirements 
___September. __Aprilto September 
1994 1995 1994-95 1995-96 
(millions of dollars) 
Deficit -1,459 -992 -15,940 -14,677 
Loans, investments, and advances 
Crown corporations 135 -159 299 lig! 
Other a 744 -169 143 
Total 119 585 130 320 
Specified purpose accounts 
Canada Pension Plan Account -167 Lz 18 864 
Superannuation accounts 2267 pikehe io) 3,929 4,122 
Other oad 90 607" 105 
Total 2,147 2509) 4,712 5,091 
Other transactions -2,448 -2,088 Bee? -3,248 
Total non-budgetary transactions -182 L152 -1,017 2,163 
Financial Requirements -1,641 160 - 16,957 -12,514 
(excluding foreign exchange transactions) 
Table 5 
Financial requirements, foreign exchange and unmatured debt transactions 
____ September ____ April to September 
1994 1995 1994-95 1995-96 
(millions of dollars) 
Financial requirements -1,641 160 -16,957 -12,514 
(excluding foreign exchange transactions) 
Foreign exchange transactions 
Net international reserves -588 2,394 -2,541 -2,578 
Unmatured debt transactions 3 
payable in foreign currencies -1,485 -131. 3,583 -655 
Total -2,073 2,263 1,042 3,239 
Total financial requirements -3,714 2425 -15,915 -15,747 
Unmatured debt transactions 
Marketable bonds 915 1,100 20,814 22,659 
Canada Savings Bonds -258 -265 -3,121 -2,113 
Treasury bills 1,950 1,400 -700 3,250 
Other -1,484 -461 | 993 -4,131 
Subtotal 2121 1,774 17,991 19,665 
Less: 
Government’s holding of 
unmatured debt 11S 128 802 825 
Unmatured debt transactions payable 
in foreign currency 1,485. wei —-3,583 655 
Subtotal 1,600 259 -2,781 1,480 
Total unmatured debt transactions 
payable in Canadian dollars 3,721 2,033 15,210 21,145 
Change in cash balance fi -705 


4,456 


5,398 
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Table 6 


Cash, unmatured debt and debt balances: at September 30 


1994 £995 


Cash balances at end of period 


In Canadian dollars 
In foreign currencies 


Total cash balance 


Unmatured debt balance 


Payable in Canadian dollars 
Marketable bonds 
Canada Savings Bonds 
Treasury bills 
Other 


Sub-total 
Less: 
Government’s holdings of unmatured debt 
Total 
Payable in foreign currencies 
Marketable bonds 


Notes and loans 
Canada bills 


Sub-total 


Less: 
~ Government’s holdings of unmatured debt 


| Total unmatured debt 


(millions of dollars) 


1,406 ine 
25. a meapkaea 

1,431 7,291 
221,486 244,483 
28,210 29,273 
165,300 167,700 
3,686 «3,934 
418,682 445,390 
std hin | oad 
418,508 445,221 
7,792 11,797 

0 rete 

hbo o en ST. oo 
14,251 16,268 
eS ee, Pee ae ee 
432,759 461,487 


As a result, financial requirements, excluding 


_ foreign exchange transactions, amounted to 


$12.5 billion in the first six months of 1995-96, 


down $4.4 billion from that recorded in the same 


_ period of 1994-95. 


_ The purpose of the Exchange Fund Account is to 


_ promote order and stability in the foreign exchange 


_ market. It fulfils this function by buying foreign 

_ exchange (selling Canadian dollars) when there 

is upward pressure on the value of the Canadian 

_ dollar and selling foreign exchange (buying 
Canadian dollars) when there is downward 
pressure on the currency. 


In the first six months of 1995-96, foreign 
exchange transactions provided a net requirement 
of funds amounting to $3.2 billion, compared to 
a net source of funds amounting to $1.0 billion in 
the comparable period of 1994-95. 


As a result, total financial requirements, including 
foreign exchange transactions, were $15.7 billion 
in the first six months of 1995-96, down $0.2 from 
the net requirement in the same period last year. 


To finance these requirements, the Government 
borrows from the private sector and/or draws down 
its cash reserves. Total borrowings from the private 
sector (unmatured debt transactions) amounted to 
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Table 7 
Debt servicing and reduction account 
April to September 
1991-92 1992-93 1993-94 1994-95 1995-96 
(millions of dollars) 
Gross GST collected 29,564 30,516 32,652 36,715 17,288 
Less: 
Refunds and rebates 1E330 12,138 14271 Pei 9.021 
Quarterly low-income tax credit e202 2.503 2,685 2,816 1,418 
Net GST 15,168 14,868 15,696 16,787 6,849 
GST penalties and interest received 19 Ta 90 129 
Gains from wind-up of interest 
in Crown corporations/disposal 
of shares in Crown corporations 2 110 
Gifts to the Crown 3, USE. Ost S U2 Ee 0 Sa ee 
Proceeds to the DSRA 15,190 15,050 16,916 6,849 


15,786 


Figures for 1991-92, 1992-93, 1993-94, and 1994-95 are from the Public Accounts of Canada. 


$21.1 billion in the six months of 1995-96, 

up $5.9 billion from that borrowed on financial 
markets during the same period last year. Cash 
balances, as of September 30, 1995, stood at 
$7.3 billion, compared to $1.4 billion at 
September 30, 1994. 


The debt servicing and reduction account 


In June 1992, legislation to establish the Debt 
Servicing and Reduction Account received Royal 
Assent. As a result, effective April 1, 1991, 


all Goods and Services Tax revenue net of the 
applicable input tax credits, rebates, and the 
low-income credit, along with the net proceeds 
from the sale of Crown corporations and gifts 
to the Crown identified for debt reduction must, 
by law, go directly to the Debt Servicing and 
Reduction Account. The funds in this Account 
can only be used to pay the cost of servicing the 
public debt and ultimately to reduce the debt. 
The Account is audited on an annual basis by 
the Auditor General of Canada. 


The information in this Monitor is based on preliminary financial results for the quarter ended March 31, 1995. 
For further information contact: P. DeVries at (613) 996-7397. Cet imprimé est également offert en frangais. 
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Financial results for October 1995 


Deficit declines $0.4 billion 
in October 1995 


The deficit in October 1995 was estimated 
at $2.9 billion, down $0.4 billion from 
October 1994. 


e The year-over-year improvement in the 
deficit was attributable to higher budgetary 
revenues (up $0.5 billion or 5.3 per cent) and 
lower program spending (down $0.3 billion 
or 2.8 per cent). Part of this improvement 
was offset by higher public debt charges 
(up $0.4 billion or 11.7 per cent) from year 
earlier levels. 


¢ The increase in budgetary revenues was largely 
attributable to higher personal income tax (up 
5.1 per cent) and Goods and Services Tax (GST) 
(up 27.6 per cent) collections. The increase 
in GST collections primarily reflected timing 
factors, related to the receipt of collections and 
the payment of input tax credits. 


¢ The decline in program spending primarily 
reflected the impact of actions announced in 
the 1995 budget. 


Deficit for April to October 1995 
down by $1.6 billion 


Over the first seven months of the fiscal year, 
the deficit, at $17.6 billion, was $1.6 billion 
lower than in the same period in 1994-95. 


¢ Budgetary revenues were up $3.6 billion or 
5.4 per cent, on a year-over-year basis. This 
increase in collections reflected strong growth 
in income taxes (up 8.4 per cent), dampened 
by a slight decline in sales and excise tax 
collections (down 0.3 per cent). 


e Program spending declined by $1.6 billion or 
2.6 per cent, as lower expenditures were 
reported among all major components 
with the exception of transfers to other 
levels of government. 


¢ Public debt charges were up by $3.6 billion, 
or 15.3 per cent. This increase reflects both 
the increase in the stock of debt and higher 
interest rates since May 1994. 


As noted in the Economic and Fiscal Update, 
the deficit target for 1995-96 of $32.7 billion 
remains on track. Economic growth is expected 
to be weaker than projected in the 1995 budget. 
However, interest rates, on average, have been 
substantially below the budget assumptions. 


i+i 
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Table | 
Summary statement of financial transactions! 
October April to October 
1994 1995 1994-95 1995-96 
(in millions of dollars) 
Budgetary transactions 
Revenues 9.567 10,104 67,163 70,787 
Program spending -9,436 -9,197 -62,685 -61,046 
Operating balance FS 907 4,478 9,741 
Public debt charges -3,445 -3,848 -23,733 -27,359 
Deficit -3,314 -2,94] 219255 -17,618 
Non-budgetary transactions 1,598 1,349 579 Sul 
Financial requirements (excluding 
foreign exchange transactions) -1,716 -1,592 -18,676 -14,107 
Foreign exchange transactions -618 3,010 424 -223 
Financial requirements -2,334 1,418 lS. 252 -14,330 
Unmatured debt transactions 2,126 776 175335 21,920 
Note: Data compiled by the Receiver General of Canada. 
| (4) indicates a source of funds, while (-) indicates a requirement for funds. 
Table 2 
Detailed statement of budgetary transactions — Revenues 
October April to October 
1994 1995 1994-95 1995-96 
(in millions of dollars) 
Income taxes 
Personal income tax 4,494 AT2| 32 OD 34,665 
Corporate income tax 839 832 5,541 6,268 
Other income tax revenue 129 154 929 1,079 
Total income tax 5,462 S107, 38,762 42,012 
Unemployment insurance contributions 1,692 1,673 11,599 11,706 
Excise taxes and duties 
Goods and Services Tax i6l 1,482 Sst 8,33 
Customs import duties 321 ee | 2,039 1,684 
Sales and excise taxes 612 605 3,126 4,015 
Total excise taxes/duties 2,094 2,344 14,076 14,030 
Total tax revenues 9,248 9,724 64,437 67,748 
Non-tax revenues 319 380 2,726 3,039 
Total budgetary revenues 9,567 10,104 67,163 70,787 
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Table 3 
Detailed statement of budgetary transactions — Expenditures 
October April to October 
1994 1995 1994-95 1995-96 


(in millions of dollars) 


Transfer payments to: 


Persons 
Elderly benefits Lely 1,770 11,906 12,158 
Unemployment insurance benefits 1,008 938 8,258 7,045 
Other 120 112 833 817 
Total 2,845 2,820 20907 20,020 
Other levels of government 
Established Programs Financing 1,043 953 5,588 5,566 
Fiscal transfers 786 949 5,850 5,983 
Canada Assistance Plan JAZ 842 5,142 5,409 
Total 2,541 2,744 16,580 16,958 
Other 
Agricultural 25 12 290 197, 
Indians and Inuit 201 242 2055 22D? 
Regional development dS Sil 180 196 
Science and technology bos 180 650 643 
International assistance 278 ES) 1,050 844 
Other 589 433 2,980 2,774 
Total 32) Ox P2035 6,876 
Total transfers 6,707 6,637 44,782 43,854 
Payments to Crown corporations 346 613 228 2,745 
Operating and capital expenditures 
Defence 870 841 5,540 oo 
All other departmental expenditures ols 1,106 9,835 9,120 
Total 2,383 1,947 15,375 14,447 
Total program spending 9,436 O97 62,685 61,046 
Public debt charges 3,445 3,848 23,133 wa foe) 
_ Total budgetary expenditures 12,881 13,045 86,418 88,405 
Table 4 
_Non-budgetary transactions 
October April to October 
1994 1995 1994-95 1995-96 


(in millions of dollars) 
_ Loans, investments and advances 


Crown corporations 24 is 323 22 
Other -14 884 -183 O27 
Total 10 959 140 1,279 
Specified purpose accounts 
Canada Pension Plan Account 246 494 969 1,358 
Superannuation accounts -125 -178 3,804 3,943 
Other -48 -138 10 -33 
Total qo 178 4,783 5,268 
Other transactions 1,515 212 -4,344 -3,036 


Total non-budgetary transactions 1,598 1,349 a Es Aas 
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Table 5 


Foreign exchange and unmatured debt transactions 


October April to October 
1994 1995 1994-95 1995-96 
(in millions of dollars) 
Foreign exchange transactions 
Net international reserves 393 5201 -2,148 623 
Unmatured debt transactions 
payable in foreign currencies -1,011 -19] ESTP! -846 
Total -618 3,010 424 -223 
Unmatured debt transactions 
Marketable bonds -700 1,548 20,114 24,206 
Canada Savings Bonds -374 -424 -3,495 -2,537 
Treasury bills 3,350 _ 2,650 3,250 
Other 21205 2 3 Be eo ee eee -4,708 
Subtotal Ovt 547 19,062 20,214 
ESS: 
Government’s holding of unmatured debt 44 38 845 863 
Unmatured debt transactions payable 
in foreign currencies COE 191 =2,512 846 
Subtotal 1,055 229 -1,727 1,709 
Total unmatured debt transactions 
payable in Canadian dollars D0 776 |e) 21,920 
Table 6 
Cash, unmatured debt and debt balances 
at October 31 
1994 1995 
(in millions of dollars) 
Cash balances at end of period 
In Canadian dollars eps) 9,330 
In foreign currencies q 153 
Total cash balance 2 9,483 
Unmatured debt balance 
Payable in Canadian dollars 
Marketable bonds 220,786 246,030 
Canada Savings Bonds 215037 28,849 
Treasury bills 168,650 167,700 
Other 3,492 3,548 
Subtotal 420,765 446,127 
Less: 
Government’s holdings of unmatured debt 131 13] 
Total 420,634 445,996 
Payable in foreign currencies 
Marketable bonds Wei 22 11,797 
Notes and loans 0 0 
Canada bills 5,448 4,278 
Subtotal 13,240 16,075 
Less: 
Government’s holdings of unmatured debt 0 0 
Total unmatured debt 433,874 462,071 


a  § Department of Finance Ministére des Finances 
Canada Canada 
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Financial results for November 1995 


Deficit Declines $1.1 billion 
in November 1995 


The deficit in November 1995 was estimated 
at $1.6 billion, down $1.1 billion from 
November 1994. 


e The year-over-year improvement in the 
deficit was largely attributable to a number 
of special factors: 


— recoveries from the Canada Pension Plan 
Account for overpayments relating to 
taxation year 1994 ($0.4 billion); 


— the timing of payments to provinces 
under the Canada Assistance Plan (down 
$0.3 billion); and 


— net proceeds from the sale of the 
government's shares in Canadian National 
Railways ($0.2 billion). Proceeds from the 
sale of government assets in excess of book 
value are credited to the deficit. 


* Budgetary revenues were up $0.6 billion, or 
5.9 per cent, while program spending declined 
by $0.9 billion, or 9.4 per cent. Public debt 
charges were up $0.4 billion, or 10.8 per cent. 


Deficit for April to November 1995 

down by $2.8 billion 

Over the first eight months of the fiscal year, the 
deficit, at $19.3 billion, was $2.8 billion lower 
than in the same period in 1994-95. 


¢ Budgetary revenues were up $4.2 billion or 
5.5 per cent, on a year-over-year basis. This 
increase in collections reflected strong growth 
in income taxes (up 8.9 per cent), dampened 
by a slight decline in unemployment insurance 
premiums (down 0.2 per cent) and virtually 
no change in sales and excise tax collections 
(up 0.1 per cent). 


¢ Program spending declined by $2.5 billion 
or 3.5 per cent, as lower expenditures were 
reported among all major components with 
the exception of transfers to other levels of 
government and payments to Crown 
corporations. 


¢ Public debt charges were up by $4.0 billion, 
or 14.7 per cent. This increase reflects both the 
increase in the stock of debt and the increase in 
interest rates from the lows in short-term rates 
in mid-1994. However, the year-over-year 
increase in public debt charges has been 
growing more slowly in recent months due to 
the general downward trend in interest rates 
witnessed since April 1995. 


As noted in the Economic and Fiscal Update, 
the deficit target for 1995-96 of $32.7 billion 
remains on track. Economic growth is expected 
to be weaker than projected in the 1995 budget. 
However, interest rates, on average, have been 
substantially below the budget assumptions. 
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Table | 


Summary statement of financial transactions! 


November April to November 
1994 [995 1994-95 1995-96 


(in millions of dollars) 


Budgetary transactions 


Revenues 10,229 10,828 12,392 81,616 

Program spending -9,54] -8,646 72,226 -69,691 

Operating balance 688 DASe 5,166 PL925 

Public debt charges -3,452 -3,824 -27,185 -31,184 

Deficit -2,764 -1,642 -22,019 -19,259 
Non-budgetary transactions 781 -189 1,361 3328 
Financial requirements (excluding 

foreign exchange transactions) -1,983 -1,831 -20,658 -15,938 
Foreign exchange transactions 38 -1,642 463 -1,864 
Financial requirements -1,945 -3,473 -20,195 -17,802 
Unmatured debt transactions 1,981 2,164 Loony 24,085 


Note: Data compiled by the Receiver General of Canada. 
| (+) indicates a source of funds, while (-) indicates a requirement for funds. 


Table 2 


Detailed statement of budgetary transactions — Revenues 


November April to November 
1994 1995 1994-95 1995-96 


(in millions of dollars) 


Income taxes 


Personal income tax 4,566 5,119 36,858 39,784 
Corporate income tax 979 1,080 6,520 7,348 
Other income tax revenue (is) 177 1,044 1,256 
Total income tax 5,660 6,376 44,422 48,388 
Unemployment insurance contributions 1,406 1275 13,005 12,981 
Excise taxes and duties 
Goods and Services Tax 1,801 1,934 LOS 10,266 
Customs import duties 316 234 DISS 1,919 
Sales and excise taxes 595 607 4321 4,621 
Total excise taxes/duties DAWA i ae 16,788 16,806 
Total tax revenues 9,778 10,426 TA DNS 78,175 
Non-tax revenues 451 402 ei Wii) 3,441 | 


Total budgetary revenues 10,229 10,828 71,392 81,616 - 
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Table 3 


Detailed statement of budgetary transactions — Expenditures 


November April to November 
1994 1995 1994-95 1995-96 
(in millions of dollars) 
Transfer payments to: 
Persons 
Elderly benefits IS on 13,637 13,930 
Unemployment insurance benefits 1,101 980 9,360 8,025 
Other Age Lips 951 929 
Total 2,949 2,865 23,948 22,884 
Other levels of government 
Established Programs Financing 811 832 6,399 6,398 
Fiscal transfers WA: 781 6,584 6,763 
Canada Assistance Plan 780 | 436 3,922 5,845 
Total 24329 2,049 18,905 19,006 
Other 
Agricultural 1335) 24 424 220 
Indians and Inuit 223 244 2,219 2,467 
. Regional development 36 TZ 21S 268 
Science and technology 98 86 748 IOS) 
International assistance 126 132 1,176 976 
Other cet 408° 3,471 3,182 
Total jas) 966 S13 7,842 
Total transfers 6,383 5,880 51,166 49,732 
Payments to Crown corporations 344 229 2012 2,913 
Operating and capital expenditures 
Defence 990 856 6,530 6,183 
All other departmental expenditures yas 1,681 EE OSS 10,801 
Total 2,814 251, 18,188 16,984 
Total program spending 9,541 8,646 12,226 69,691 
_ Public debt charges 3,452 3,824 27,185 31,184 
| Total budgetary expenditures 12,993 12,470 99,411 100,875 
Table 4 
_Non-budgetary transactions 
November April to November 
1994 1995 1994-95 1995-96 
| (in millions of dollars) 
Loans, investments and advances 
Crown corporations 134 2,316 456 2,628 
Other _ 4 -1,242_ __-187 e216, 
Total 130 1,134 270 2AN2 
Specified purpose accounts 
Canada Pension Plan Account -312 -1,151 657 207 
Superannuation accounts -66 -162 eV ists) 3,781 
Other ee Let 8 3 18 
Total -322 =1,123 4,462 4,146 
Other transactions 973 -200 Sree: =S5a0T 
_ Total non-budgetary transactions 781 “189 1,361 = ane! 
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Table 5 


Foreign exchange and unmatured debt transactions 


__ November ; __ Aprilto November __ 
1994 1995 1994-95 1995-96 


(in millions of dollars) 


Foreign exchange transactions 


Net international reserves oi fs -79] =1372 -168 
Unmatured debt transactions 
payable in foreign currencies S37). Soo _ A835... ~~ SRG 
Total 38 -1,642 463 - 1,864 
Unmatured debt transactions 
Marketable bonds 3,300 2,400 23,414 26,606 
Canada Savings Bonds 5,963 3,680 2,469 1,143 
Treasury bills -6,050 -3,800 -3,400 -550 
Other -738 ; BIDS — -945 (4,327 
Subtotal 2,47) 2,659 21,538 22,012 
Less: 
Government’s holding of unmatured debt -1,231 -1,346 -386 -483 
Unmatured debt transactions payable 
in foreign currencies fl si fae. is: 851 -1,835 ss 1,696 
Subtotal -494 -495 ot 1,213 
Total unmatured debt transactions 
payable in Canadian dollars 1,981 2,164 LOeS 7, 24,085 
Table 6 


Cash, unmatured debt and debt balances 


at November 30 
1994 1995 


(in millions of dollars) 


Cash balances at end of period 


In Canadian dollars 1,188 7,205 
In foreign currencies Te O71 
Total cash balance 1,260 °° ©. —sl Rc 


Unmatured debt balance 
Payable in Canadian dollars 


Marketable bonds 224,086 249,130 
Canada Savings Bonds 33,800 32,528 
Treasury bills 162,600 163,900 
Other 3,491 4,079 
Subtotal 423,977  —« 449,638 
Less: 

Government’s holdings of unmatured debt eat 1,477 
Total 422,626 448,161 

Payable in foreign currencies 

Marketable bonds 7,792 11,097 
Notes and loans 0 0 
Canada bills ANT) 1M 4,127 
Subtotal 112503 “*°S Gig eal 15,224 
Less: : 

Government’s holdings of unmatured debt 0 0 

Total unmatured debt 435,129... °° ©463;¢qmm 


aes Department of Finance Ministére des Finances For further infomation contact: P. DeVries at 996-7397. | 
Canada Canada Cet imprimé est également offert en francais. 
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_ Highlights of financial r results for December 1995 FEB 19 1996 
noe 
Surplus of $148 million recorded i in December 1995 ee NSiy yy 


A ips of $148 ition on oe in December 1995, On year-over-year basis, this was an - 
improvement of $504 million, asa deficit of $356 million was recorded i in December 1994. 


This was the first monthly scrulas since March 1992. 


The year-over-year improvement in the government’s financial position was attributable to higher 
budgetary revenues (up 4.5 per cent) and lower program spending (down 2.7 per cent). As in every 
month of this fiscal year, part of this improvement was offset by higher public debt charges, up 

7.8 per cent from year earlier levels. 


Deficit for April to December 1995 down by $3.3 billion 


- Over the first nine months of the fal year, the deficit, at $19.1 billion, was $3.3 billion lower than in 
_ the same period in 1994-95. 


¢ Budgetary revenues were up $4.8 billion or 5.3 per cent, on a year-over-year basis. This increase 
in collections reflected strong growth in income taxes (up 9.3 per cent), dampened by a decline in 
unemployment insurance premiums (down 2.3 per cent) and in sales and excise tax collections 
(down 1.3 per cent). 


e Program spending declined by $2.8 billion or 3.4 per cent, as lower expenditures were reported 
among all major components with the exception of transfers to other levels of government and 
payments to Crown corporations. 


| © Public debt charges were up by $4.3 billion, or 13.9 per cent. This j increase reflects both the increase 
in the stock of debt and higher interest rates since May 1994. 


The financial results to date suggest that the final deficit outcome for 1995-96 is on track to meeting 

the deficit target of $32.7 billion. As noted in the Economic and Fiscal Update, economic growth is 

_ expected to be weaker than projected in the 1995 Budget. However, interest rates, on average, have been 

_ Substantially below the assumptions, thereby offsetting the impact of lower growth on the deficit. The 

_ final deficit outcome for 1995-96 will be dependant upon economic developments over the balance of the 
year, as well as end-of-year accounting adjustments. 


Canad & 


The Fiscal Monitor 


Table | 
Summary statement of transactions 
_____ December 7 , April to December 
1994 1995 1994-95 1995-96 
(millions of dollars) 
Budgetary transactions 
Revenues 12,391 12,946 89,783 94,562 
Program spending -9 006 -8,764 ; -81,237 -78,457 
Operating surplus Sake) 4,182 8,546 16,105 
Public debt charges -3,741 -4,034 £30,921 . -35,216 
Deficit/Surplus -356 148 =22,315 -19,111 
Non-budgetary transactions - 1,046 437 Sd 3,758 
Financial requirements/source (excluding 
foreign exchange transactions) -1,402 585 -22,058 -15,353 
Foreign exchange transactions 4,474 1,444 4,936 -422 
Total financial requirements 5072 2,029 -17,122 “1S iis 
Unmatured debt transactions -1,102 -2,820 | 18,217 21265 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


The federal deficit = 
- 1994-95 and 1995-96 _ 
Year to date : a. 
billions of dollars. 


35 — 


0 


First Second _Thitd Fourth _Fiscal__ 
quarter quarter quarter quarter = year ~~ 


Budgetary revenues up in 
first three quarters 


On a year-over-year basis, budgetary revenues over 
the April 1995 to December 1995 period, 
increased by $4.8 billion (5.3 per cent). This 
increase was largely attributable to higher 

income tax collections, up $4.8 billion. Declines 

in unemployment insurance premiums and 

excise taxes and duties were offset by higher 
non-tax revenues. 


Personal income tax collections were up 

$3.5 billion, or 8.2 per cent, on a year-over-year. 
This reflected a combination of higher deductions 
from employment income, increased instalment 
payments, as well as higher taxes paid on filing 
relating to the 1994 taxation year. 


Corporate income tax collections increased by 
$1.2 billion in the first nine months of 1995-96, 
attributable to the continued strength in 
corporate profits. 


Table 2 


Budgetary revenues 
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December April to December 
Per cent 
1994 1995 1994-95 1995-96 change 
(millions of dollars) (%) 
Income taxes 
Personal income tax 6,101 6,68 | 42,960 46,465 8.2 
Corporate income tax 1,075 1,411 7,399 8,760 iFoy 
Other 209 148 1255 1,405 Oe 
Total income tax 1385 8,240 51,808 56,630 9.3 
Unemployment insurance contributions 1,651 1,340 14,656 14,320 aS 
Excise taxes and duties 
Goods and Services Tax Leah Pago 11,883 Lego -1.2 
Customs import duties 362 261 2. 1y. 2179 -19.8 
Other excise taxes/duties (542 679 4,861 ; 3,300 ; 9.0 
. Total excise taxes and duties 2,674 DAL2 19,460 19,216 -1.3 
Total tax revenue Leal 11,992 85,925 90,166 4.9 
Non-tax revenue 680 954 3,858 4,396 13.9 
Total budgetary revenues 12,391 12,946 Slice) seers a8) 


Unemployment insurance premium contributions 
declined by $0.3 billion, primarily reflecting 
transfers of funds from the Unemployment 
Insurance Account to personal income tax 
collections due to overpayments to the Account 
for taxation year 1994. 


Total excise taxes and duties declined $0.2 billion, 
as lower Goods and Services Tax (GST) and 

- customs import duties collections more than offset 
an increase in other excise taxes and duties. 


ce On a gross basis, GST collections were up 
4.9 per cent, with most of the gain resulting 
from GST paid at customs. GST paid at retail 
was up 2.6 per cent, in line with the growth 
in retail sales. However, refunds during the 
first nine months were up 12.5 per cent, 
primarily reflecting the composition of gross 
GST collections. As a result, net GST 
collections in the first nine months of 1995-96 
were |.2 per cent below the comparable 
1994-95 level. 


Budgetary revenues sy 
1994-95 and 1995-96 _ 
April to December 
Year-over-year growth 


per cent change 
20 


MM 1994-95 
[| 1995-96 


Total Personal Corporate Other 
income tax income 
tax 
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¢ Customs import duties declined 19.8 per cent, 
in part reflecting reductions in tariffs under the 
Canada-United States Free Trade Agreement. 


e Other excise taxes and duties were up 
9.0 per cent, largely due to the increase in 
gasoline and tobacco tax rates introduced in 
February 1995. 


Non-tax revenue was up $0.5 billion, or 

13.9 per cent, in part reflecting the net gain to 

the government from its sale of Petro Canada 
shares and Canadian National Railways. Proceeds 
from the sale of government assets in excess of 
book value are credited to the deficit. 


Budgetary expenditures higher 
due to higher interest rates 


In the first nine months of 1995-96, total budgetary 
expenditures were up 1.4 per cent, or $1.5 billion, 
on a year-over-year basis. Public debt charges, 

the largest single component of budgetary 
expenditures, increased by $4.3 billion, or 

I percent 


¢ The increase in public debt charges reflects 
both the increase in the stock of debt and 
higher interest rates since May 1994. 


¢ However, in recent months, the year-over-year 
increase has been slowing. With the recent 
declines in interest rates, the growth in public 
debt charges over the balance of the year 
should slow further on a year-over-year basis. 


Program spending lower 


Program spending declined by $2.7 billion, or 
3.4 per cent in the April 1995 to December 1995 
period, compared to the same period in 1994-95. 
This decline primarily reflects: 


¢ lower unemployment insurance benefits, down 
12.5 per cent, reflecting a decline in the number 
of persons eligible for unemployment insurance 
benefits and the impact of recent budget 
measures; 


¢ lower spending on defence, and operating 
and capital by the non-defence departments, 
reflecting the impact of restraint measures; 
and 


¢ lower transfer payments in the “other” 
component, primarily for agriculture and 
international assistance, again largely reflecting 
the impact of restraint measures. The increase in 
regional development is due to spending under 
the Canada Infrastructure Works Agreements. 


In contrast, payments to the elderly were up 

2.3 per cent, reflecting increases in the eligible 
population and higher monthly benefits as the latter 
are indexed to quarterly changes in the Consumer 
Price Index. Transfers to provinces, including 
Equalization, Established Programs Financing and 
Canada Assistance Plan, were up slightly. Finally, 
payments to Crown corporations were up, 
primarily reflecting the timing of payments. 


a Budgetary expenditures | 
1994-95 and 1995-96 


_AptiitoDecember 
Year-over-year growth = 


per cent change | 
(| 1995-96 | 


Tota. -—s~Publicdebt =——«<C«é‘éiRrcogrecms ~~ 
-  —r— charges spending 
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Table 3 
Budgetary expenditures 
December April to December 
Per cent 
1994 1995; 1994-95 1995-96 change 
(millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,714 EIS) leis £93703 D8 
Unemployment insurance benefits 1,119 Plat 10,478 9,167 =(25 
Veterans’ pensions/allowances 123 109 1,074 1,039 -3.3 
Total 2950 33023 26,903 25,909 -3.7 
Other levels of government 
Established Programs Financing 811 831 7,210 215230 0.3 
Fiscal transfers 718 804 f302 7,568 3.6 
Canada Assistance Plan 380 347 6,302 G19) lel 
Total 1,909 1,982 20,814 20,990 0.8 
Other 
Agricultural subsidies 123 109 Sy 330 -40.5 
Indian and Inuit programs 262 Ts. 2,540 2,740 cel 
Regional development 46 54 262 322 MTs 
Science and Technology 194 179. 942 908 -3.6 
International assistance 112 114 1,288 1,091 -15.3 
Other ie 224 464 4,195 3,646 128 
Total 1,461 IE OTT9 D037, -7.6 
Total transfers 6,326 6,198 57,496 Des OO -2.7 
_ Payments to Crown corporations 
Canadian Broadcasting Corporation 96 G7. 888 857 -2.9 
Canada Mortgage and Housing Corporation 228 201 17339 15393 4.3 
Other its) 125 1,085 28s aye 0 
Total 437 403 3,308 3,378 a4 | 
| Operating and capital expenditures 
Defence 810 747 7,341 6,931 -5.6 
All other departmental expenditures 1,433 1,416 13,092) 12,212 627 
Total 2,243 2,163 20,433 19,143 -6.3 
| Total program expenditures 9,006 8,764 Seed 78,457 -3.4 
Public debt charges 3,741 4,034 30,921 35,216 139 
Total budgetary expenditures DAT ele. 98 112,158 IS O75 1.4 
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Table 4 


The deficit and financial requirements 


______ December __ _Aprilto December | 
1994 [995 1994-95 1995-96 
(millions of dollars) 
Deficit/Surplus -356 148 Piel) -19,111 
Loans, investments and advances 
Crown corporations 268 382 726 3,010 
Other elites se 1 mee -215 
Total 84 383 354 2,195 
Specified purpose accounts 
Canada Pension Plan Account -372 -366 286 -160 
Superannuation accounts Zool 2,440 6,049 6,222 
Other 52 -3] LO ae 1274 
Total poo 2,043 6,454 6,189 
Other transactions -3,121 -1,989 -6,491 -5,226 
Total non-budgetary transactions -1,046 437 317 BUI at: 
Financial requirements -1,402 585 -22,058 -15,353 


(excluding foreign exchange transactions) 


Table 5 


Financial requirements, foreign exchange and unmatured debt transactions 


December April to December 
1994 1995 1994-95 1995-96 
(millions of dollars) 
Financial requirements (-) / Source (+) -1,402 585 -22,058 -15,353 
(excluding foreign exchange) 
Foreign exchange transactions 
Net international reserves 3,615 VA57 Dep ge gs 1,288 
Unmatured debt transactions 
payable in foreign currencies Tee) dots 2,694 -1,710 
Total 4,474 1,444 4,936 -422 
Total financial requirements/Source SAU 2029 “73122 -15,773 
Unmatured debt transactions 
Marketable bonds 2,216 950 255050 27,554 
Canada Savings Bonds -289 -171 2,180 972 
Treasury bills -3,050 -3,800 -6,450 -4,350 
Other POG -14 eee -4,342_ 
Subtotal -265 -3,035 21,274 19,836 
Less: 
Government’s holding of unmatured debt 22 202 -363 -281 
Unmatured debt transactions payable 
in foreign currency -859 13 -2,694 1,7103 
Subtotal -837 245 -3,057 1,429 
Total unmatured debt transactions 
payable in Canadian dollars -1,102 -2,820 LS 27, 21,263 
1,095 5,490 


Change in cash balance 1,970 
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Table 6 


Cash, unmatured debt and debt balances: at December 31 


1994 19905 


Cash balances at end of period 


In Canadian dollars 
In foreign currencies 


Total cash balance 


Unmatured debt balance 


Payable in Canadian dollars 
Marketable bonds 
Canada Savings Bonds 
Treasury bills 
Other 


Subtotal 


ESS: 
Government’s holdings of unmatured debt 
Total 
Payable in foreign currencies 
Marketable bonds 


Notes and loans 
Canada bills 


Subtotal 


Less: 
Government’s holdings of unmatured debt 


| Total unmatured debt 


(millions of dollars) 


3,145 6,405 
87 7 981 
3,232 7,386 
226,302 250,080 
33,511 32,359 
159,550 160,100 
3,491 4,078 
422,854 446,617 
1,328 125 
421,526 445,342 
7,792 11,097 
0 0 
5,570 4,115 
13,362 15,212 
0 | 0 
434,888 460,554 


Financial requirements lower 


Financial requirements measure the amount by 
which cash going out from the Government 
exceeds cash coming in. Financial requirements — 
for the fiscal year as a whole — are lower than the 

deficit, as they also include the net source of funds 

from non-budgetary transactions. The latter 
includes transactions in loans, investments and 
advances, government employees’ pension 
accounts, other specified accounts, and other 
financial assets and liabilities. 


Non-budgetary transactions in the April 1995 

to December 1995 period resulted in a net 

source of funds amounting to $3.8 billion, 
compared to a net source of $0.3 billion recorded 
in the corresponding period of 1994-95. Part of 
the higher net source of funds in 1995-96 was 
attributable to the cash proceeds resulting 

from the sale of Petro Canada and Canadian 
National Railways. 


As a result, financial requirements, excluding 
foreign exchange transactions, amounted to 
$15.4 billion in the first nine months of 1995-96, 
down $6.7 billion from that recorded in the same 
period of 1994-95. 


The purpose of the Exchange Fund Account is to 
promote order and stability in the foreign exchange 
market. It fulfils this function by buying foreign 
exchange (selling Canadian dollars) when there is 
upward pressure on the value of the Canadian 
dollar and selling foreign exchange (buying 
Canadian dollars) when there is downward 
pressure on the currency. 


In the nine months of 1995-96, foreign exchange 
transactions provided a net requirement of funds 
amounting to $0.4 billion, compared to a net 
source of funds amounting to $4.9 billion in the 
comparable period of 1994-95. 
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Table 7 
Debt Servicing and Reduction Account 
April to 
December 
1991-92 1992-93 1993-94 1994-95 1995-96 
(millions of dollars) 
Gross GST collected 29,564 30,516 52.052 367) tS PAD EPID I 
Less: 
Refunds and rebates 1.330 125138 14,271 biel 133393 
Quarterly low-income tax credit 2,262 . 2055 2,685 . 2,816 ; 2. vis 
Net GST 15,168 14,868 15,696 16,787 1 Sy 
GST penalties and interest received 19 7 90 129 
Gains from wind-up of interest in 
Crown Corporations/disposal of 
shares in Crown corporations 2 110 
Gifts to the Crown ee Se One 2 ae 0.5 
Proceeds to the DSRA 155190 15,050 15,786 16,916 L737 
Figures for 1991-92, 1992-93, 1993-94 and 1994-95 are from the Public Accounts of Canada. 
As a result, total financial requirements, including The Debt Servicing and Reduction Account 
foreign Bcen es transactions, were $15.8 billion In June 1992, legislation to establish the Debt 
ao the first nine months of 1995 -96, down Servicing and Reduction Account received Royal 
$1.3 from the net requirement in the same period Assent. As a result, effective April 1, 1991, all 
last year. Goods and Services Tax revenue net of the 


applicable input tax credits, rebates, and the 
low-income credit, along with the net proceeds 
from the sale of Crown corporations and gifts to 
the Crown identified for debt reduction must, 
by law, go directly to the Debt Servicing and 


To finance these requirements, the government 
borrows from the private sector and/or draws 
down its cash reserves. Total borrowings from 
the private sector (unmatured debt transactions) 
amounted to $21.3 billion in the nine months of 


1995-96, up $3.0 billion from that borrowed on Reduction Account. The funds in this Account 
financial markets during the same period last year. Se only be used open the cost of servicing the 
Cash balances, as of December 31, 1995, stood public debt and ultimately to reduce the debt. 

at $7.4 billion, compared to $3.2 billion at The Account is audited on an annual basis by 
December 31, 1994. the Auditor General of Canada. 


For further information contact: P. DeVries at 996-7397. 
Cet imprimé est également offert en frangais. 
February 1996 
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Financial results for January 199 


Deficit Declines $1.1 billion 
in January 1996 


The deficit in January 1996 was estimated at 
$1.9 billion, down $1.1 billion from 
January 1995. 


¢ The year-over-year improvement in the 
deficit was attributable to continued strength 
in budgetary revenues and restraint in 
program spending. 


¢ Budgetary revenues were up 12.3 per cent, 
or $1.2 billion. 


— Corporate income tax collections were up 
$0.5 billion, reflecting continued strength in 
corporate profits; 


— Goods and Services Tax collections were 
up $0.3 billion; 


— Non-tax revenues were up $0.2 billion, due 
to repayments related to previous years' 
spending; and 


— Personal income tax collections were up 
$0.2 billion, due to recoveries from the 
Canada Pension Plan Account for 
over-payments relating to taxation 
year 1994. 


Z~ABRA RY 
Soke \ 
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eficit for April 1995 to January 1996 
down by $4.3 billion 


Over the ten months of the fiscal year, the deficit, 
at $21.0 billion, was $4.3 billion lower than in the 
same period in 1994-95. 


¢ Budgetary revenues were up $6.0 billion or 
6.0 per cent, on a year-over-year basis. This 
increase in collections reflected strong growth 
in income taxes (up 9.4 per cent), dampened 
by a slight decline in unemployment insurance 
premiums (down 1.6 per cent) and virtually 
no change in sales and excise tax collections 
(up 0.1 per cent). 


¢ Program spending declined by $2.9 billion 
or 3.2 per cent, as lower expenditures were 
reported among all major components with 
the exception of transfers to other levels of 
government and payments to Crown 
corporations. 


¢ Public debt charges were up by $4.5 billion, 
or 13.0 per cent. This increase reflects both 
the increase in the stock of debt and the higher 
interest rates from March 1995 to October 1995 
over the corresponding period in 1994. 
However, the year-over-year increase in public 
debt charges has been moderating in recent 
months due to the general downward trend in 
interest rates since April 1995. 


As noted in the March 1996 Budget, the deficit 
target for 1995-96 of $32.7 billion is expected to 
be met if not bettered. Final deficit results will be 
released in the Annual Financial Report, scheduled 
for release in early fall. 


Canada 
| 


® 
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Table 1 


Summary statement of financial transactions! 


January April to January 
[OOS 1996 1994-95 1995-96 
(in millions of dollars) 
Budgetary transactions 
Revenues 9,667 10,854 99,450 105,416 
Program spending 27 032 -8,952 -90,270 87,407 
Operating balance 634 1,902 9,180 18,009 
Public debt charges -3,558 -3,761 -34,479 -38,978 
Deficit -2,924 -1,859 -25,299 -20,969 
Non-budgetary transactions 213 2,140 2,092 Brey. 
Financial requirements (excluding 
foreign exchange transactions) -346 281 -22,407 -15,070 
Foreign exchange transactions 218 -3,872 5,154 -4,294 
Financial requirements -128 -3,591 -17,253 -19,364 
Unmatured debt transactions -1,540 -715 16,677 20,551 
Note: Data compiled by the Receiver General of Canada. 
| (+) indicates a source of funds, while (-) indicates a requirement for funds. 
Table 
Detailed statement of budgetary transactions — Revenues 
January April to January 
1995 1996 1994-95 1995-96 
(in millions of dollars) 
Income taxes 
Personal income tax 537 5,700 48,497 52,163 
Corporate income tax 901 1,364 8,496 [0,124 
Other income tax revenue 19] 226 1,444 1,631 
Total income tax 6,629 7,290 58,437 63,919 
Unemployment insurance contributions 13s 1,226 155795 15,546 
Excise taxes and duties 
Goods and Services Tax 824 1,160 12.707 12,897 
Customs import duties 210 jes! 2926 2,339 
Sales and excise taxes 589 Dee: 5,450 5,822 
Total excise taxes/duties 15623 1,840 21,083 21,056 
Total tax revenues 9,390 10,356 95:3 15 100,521 
Non-tax revenues Pee 498 4,135 4,895 
99,450 


Total budgetary revenues 


9,667 


105,416 
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Table 3 


Detailed statement of budgetary transactions — Expenditures 


Total non-budgetary transactions 


January April to January 
1995 1996 1994-95 1995-96 
(in millions of dollars) 
Transfer payments to: 
Persons 
Elderly benefits PAG L765 17,066 17,468 
Unemployment insurance benefits 1,554 1,508 123032 10,675 
Other 121 119 LAtOS 1,158 
Total 3091 Saw 30,293 29301 
Other levels of government 
Established Programs Financing 811 831 8,021 8,060 
Fiscal transfers 622 761 7,925 8,329 
Canada Assistance Plan 309 327 6,611 6,519 
Total 1,742 1,919 22355) 22,908 
Other 
Agricultural 114 109 667 439 
Indians and Inuit Sz 178 2,692 2,917 
Regional development 47 95 309 417 
Science and technology 88 7 1,030 964 
International assistance 197 173 1,485 IL 2XO3' 
Other 550 520 4,745 aloe 
Total 1,148 132 10,928 10,167 
Total transfers 6,281 6,443 63,778 62,376 
_ Payments to Crown corporations 439 402 3,747 3,780 
_ Operating and capital expenditures 
Defence 817 811 8,158 PAAD 
All other departmental expenditures 1,496 1,296 14,587 13,509 
Total Spe uls) 2107 22,745 21251 
_ Total program spending 9,033 8,952 90,270 87,407 
Public debt charges Brees erful 34,479 38,978 
_ Total budgetary expenditures 1591 1713 24,749 126,385 
Table 4 
_Non-budgetary transactions 
January April to January 
1995 1996 1994-95 1995-96 
(in millions of dollars) 
Loans, investments and advances 
Crown corporations 547 398 LS 3,408 
Other -220 28 -592 187 
Total 327, 426 681 B22 | 
Specified purpose accounts 
Canada Pension Plan Account -302 -655 -17 -814 
Superannuation accounts -117 -150 52933 6,071 
Other 20 76 137 __ 203 
Total -399 -729 6,053 5,460 
Other transactions 2,650 2,443 -3,842 -2,782 
2,518 2,140 2,892 5,899 
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Table 5 


Foreign exchange and unmatured debt transactions 


April to January 


1995 1996 1994-95 1995-96 
(in millions of dollars) 
Foreign exchange transactions 
Net international reserves -3,004 -3,792 -162 -2,504 
Unmatured debt transactions 
payable in foreign currencies Spd -80 5,916 -1,790 
Total 218 -3,872 5,154 -4,294 
Unmatured debt transactions 
Marketable bonds 2,100 25,630 29,656 
Canada Savings Bonds -341 -354 1,839 619 
Treasury bills -1,300 -2,500 -7,750 -6,850 
Other a2 22 -147 3,136 _-4,489 
Subtotal 1,581 -901 222855 18,936 
ILERSE 
Government’s holding of unmatured debt 101] 106 -262 -175 
Unmatured debt transactions payable 
in foreign currencies 3.222 80 -5,916 1,790 
Subtotal -3,121 186 -6,178 1,615 
Total unmatured debt transactions 
payable in Canadian dollars -1,540 -715 16,677 20554 
Table 6 
Cash, unmatured debt and debt balances 
at January 31 
1995 1996 
(in millions of dollars) 
Cash balances at end of period 
In Canadian dollars 1,509 3,032 
In foreign currencies 54 47 
Total cash balance SOS 3,079 
Unmatured debt balance 
Payable in Canadian dollars 
Marketable bonds 226,302 252,180 
Canada Savings Bonds 33,170 32,005 
Treasury bills 158,250 157,600 
Other 3,491 4,011 
Subtotal Ae 445,796 
esse 
Government’s holdings of unmatured debt 225 1,169 
Total 419,985 444,627 
Payable in foreign currencies 
Marketable bonds VR Key? 11,097 
Notes and loans 0) 0 
Canada bills : _ 8,792 P, 4,034 
Subtotal 16,584 : 15,134 
Less: 
Government’s holdings of unmatured debt 0 0 
Total unmatured debt 436,569 459,758 
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March 1996 


Financial results for February 1996 


Deficit declines $0.3 billion 
in February 1996 


The deficit in February 1996 was estimated at 


$2.3 billion, down $0.3 billion from February 1995. 


¢ The year-over-year improvement in the deficit 
was attributable to continued strength in 
budgetary revenues. 


¢ Budgetary revenues were up 5.4 per cent, 
or $0.5 billion. 


— Personal income tax collections were up 
$0.5 billion, primarily reflecting gains in 
employment. 


— Corporate income tax collections were up 
$0.3 billion, reflecting continued strength 
in corporate profits. 


— Non-tax revenue was up $0.3 billion, due 
to repayments related to previous years’ 
spending. 


— In contrast, Goods and Services Tax 
collections were down $0.5 billion, due to 
the timing of the processing of refunds. 


* Program spending increased by 1.3 per cent, 
or $0.1 billion, due to timing of transfers to 
provinces and certain Crown corporations, 
as well as higher elderly benefit payments. 


_* Public debt charges advanced by only 3.2 per 
cent, the lowest year-over-year increase this 
fiscal year, due to the general downward trend 
in interest rates witnessed since April 1995. 


Deficit for April 1995 to February 1996 
down by $4.6 billion 


Over the 11 months of the fiscal year, the deficit, 
at $23.3 billion, was $4.6 billion lower than in the 
same period in 1994-95. 


* Budgetary revenues were up $6.5 billion or 
5.9 per cent, on a year-over-year basis. This 
increase in collections reflected strong growth 
in income taxes (up 9.8 per cent), dampened 
by slight declines in unemployment insurance 
premiums (down 2.0 per cent) and in excise 
taxes and duties (down 2.1 per cent). 


¢ Program spending declined by $2.7 billion 
or 2.8 per cent, as lower expenditures were 
reported among all major components with 
the exception of transfers to other levels 
of government and payments to Crown 
corporations. 


¢ Public debt charges were up by $4.6 billion, 
or 12.1 per cent. This increase reflects both 
the increase in the stock of debt and the lagged 
impact of the higher interest rates over the 
March 1994 to April 1995 period. However, 
the year-over-year increase in public debt 
charges has been moderating in recent months 
due to the general downward trend in interest 
rates since April 1995. 


As noted in the March 1996 Budget, the deficit 
target for 1995-96 of $32.7 billion is expected to 
be met if not bettered. Final deficit results will be 
released in the Annual Financial Report, scheduled 
for release in early fall. 
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Table 5 


Foreign exchange and unmatured debt transactions 


ee as ___Aprilto February 
1995 1996 1994-95 1995-96 
(in millions of dollars) 
Foreign exchange transactions 
Net international reserves -1,496 948 -2,258 -1,556 
Unmatured debt transactions 
payable in foreign currencies 2200). = es -388 5,650 -2,178 
Total -1,762 560 Stee -3,734 
Unmatured debt transactions 
Marketable bonds 2,163 -1,449 27,793 20,208 
Canada Savings Bonds -987 -309 852 309 
Treasury bills 2,450 2,800 -5,300 -4,050 
Other -267 —-479 2,869 — -4,010 
Subtotal Speen) (a Pe 26,214 20,456 
Less; 
Government’s holding of unmatured debt 118 81 -143 -94 
Unmatured debt transactions payable 
in foreign currencies 266 388 -5,650 2,178 . 
Subtotal 384 469 -5,793 2,084 
Total unmatured debt transactions 
payable in Canadian dollars 3,743 1,990 20,421 22,540 
Table 6 
Cash, unmatured debt and debt balances 
at February 29 
1995 1996 
(in millions of dollars) 
Cash balances at end of period 
In Canadian dollars 2,016 5,298 
In foreign currencies 2260 __ 2Ale 
Total cash balance 2,242 5,239 
Unmatured debt balance 
Payable in Canadian dollars 
Marketable bonds 228,465 252,062 
Canada Savings Bonds 32,183 31,696 
Treasury bills 160,700 160,400 
Other — 3,490 — 3,AT 
Subtotal 424,838 447,637 
Less: 
Government’s holdings of unmatured debt 1,109 1,088 
Total 423,729 446,549 
Payable in foreign currencies 
Marketable bonds 7,792 9,698 
Notes and loans 0 0 
Canada bills 8,526 5,0458 
Subtotal 16,318 14,743 
Less: 
Government’s holdings of unmatured debt 0 0 
440,047 461,292 


Total unmatured debt 
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Highlights of financial results for March 1996 


_ Deficit $2.1 billion lower in March 1996 
__ The deficit for March 1996 was estimated at $1.1 billion, down $2.1 billion from March 1995. 


© This year-over-year improvement was attributable to higher budgetary revenues (up 9.3 per cent) 
and lower program spending (down 10.5 per cent). Public debt charges were up 3 per cent. 


Deficit for April 1995 to March 1996 down by $6.7 billion 


Over the 12-month period, the deficit stood at $24.4 billion, $6.7 billion lower than in the same 
period in 1994-95. 


¢ Budgetary revenues were up $7.6 billion or 6.3 per cent, on a year-over-year basis. This increase 
in collections reflected strong growth in income taxes (up 11.6 per cent), dampened by a decline 
in unemployment insurance premiums (down 2.4 per cent) and in sales and excise tax collections 
(down 1.4 per cent). 


¢ Program spending was down $3.9 billion or 3.5 per cent, as lower expenditures were reported 
among all major components with the exception of transfers to other levels of government and 
payments to Crown corporations. 


_¢ Public debt charges were up by $4.7 billion, or 11.3 per cent. This reflects both the increase in the 

stock of debt and the lagged impact of higher interest rates over the March 1994 to April 199 ene > . 
Sluggish economic growth, low inflation and fiscal restraint by all levels of government h fap a 
downward pressure on rates, especially short rates. 


These are not the final results for 1995-96 


These are not the final financial results for fiscal year 1995-96. Still to come are the regular end-of& 
accounting adjustments. 


¢. Consistent with government accounting principles, these “end-of-year accounting” adjustments 
reflect the recording of the costs of goods and services provided to the government prior to the end 
of March for which no payment was made in 1995-96. Adjustments are also made to budgetary 
revenues, primarily to reflect cash-in-transit at year end. The end-of-year accounting adjustments 
also include the impact of specific one-time adjustments relating to liabilities incurred during the 
course of the fiscal year for which future payments will be required. 


* The deficit impact of these “end-of-year accounting” adjustments has ranged from about $3 billion 
to $6.4 billion in recent years. 


The final deficit outcome, which will be available in late summer 1996, will be dependant upon the 
value of these end-of-year accounting adjustments, including the impact of one-time adjustments. 
However, the financial results to date suggest that the final deficit outcome for 1995-96 could be just 
below $30 billion. 
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Table 1 
Summary statement of transactions 
March | April to March > 
1995 1996 1994-95 1995-96 
(millions of dollars) 
Budgetary transactions 
Revenues 11,534 12,611 120,953 128,536 
Program spending -10,835 -9,696 -110,121 -106,239 
Operating surplus 699 2,915 10,832 22,297 
Public debt charges -3,874 -3,991 -41,925 -46,654 
Deficit/Surplus -3,175 -1,076 -31,093 -24,357 
Non-budgetary transactions 1262 -677 5,470 7,441 
Financial requirements/source (excluding 
foreign exchange transactions) -1,913 -1,753 -25,623 -16,916 
Foreign exchange transactions 1,442 -1,129 4,835 -4,863 
Total financial requirements -47] -2,882 -20,788 -21,779 
Unmatured debt transactions 333 6,102 20,754 28,645 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


The federal deficit 
1994-95 and 1995-96 


Year to date 


billions of dollars 


we 1995-96 


A [ _] 1994-95 


First 
quarter 


Second 
quarter 


Third 
quarter 


Fourth 
quarter 


Fiscal 
year 


Financial requirements lower in 1995-96 


Financial requirements are largely unaffected by 
the end-of-year accounting adjustments. Financial 
requirements, excluding foreign exchange 
transactions, amounted to $16.9 billion for 1995-96, 
$8.7 billion below the final outcome for 1994-95. 
The 1995-96 requirements were $3.1 billion below 
the March 1996 budget estimate. 


Budgetary revenues up 


On a year-over-year basis, budgetary revenues 
over the April 1995 to March 1996 period 
increased by $7.6 billion (6.3 per cent). This 
increase was largely attributable to higher 

income tax collections, up $8.1 billion. In contrast, 
both unemployment insurance premiums and 
excise taxes and duties were lower. 


Personal income tax collections were up 

$4.8 billion, or 8.7 per cent, on a year-over-year. 
This reflected a combination of higher deductions 
from employment income, increased instalment 
payments, as well as higher taxes paid on filing 
relating to the 1994 taxation year. 


Corporate income tax collections increased by 
$2.9 billion, or 23.8 per cent, attributable to the 
strength in corporate profits witnessed during 1995. 
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Table 2 


Budgetary revenues 


in part reflecting reductions in tariffs under the 
Canada-United States Free Trade Agreement. 


March April to March 
Per cent 
1995 1996 1994-95 1995-96 change 
(millions of dollars) (%) 
Income taxes 
Personal income tax 3,052 3128 55,631 60,466 8.7 
Corporate income tax 2,491 3,459 12,240 15,148 23.8 
Other Liks 254 Le AS 2,034 18.4 
Total income tax 5,656 7,441 69,588 77,648 11.6 
Unemployment insurance contributions 1,578 1,466 18,938 18,480 -2.4 
Excise taxes and duties 
Goods and Services Tax 955 948 15,579 15,299 -1.8 
Customs import duties 330 276 3,488 2,805 -19.6 
Other excise taxes/duties 503 702 6,491 7,094 9.3 
Total excise taxes and duties 1,788 1,926 25,558 25,198 -1.4 
Total tax revenue 9,022 10,833 114,084 21326 6.3 
Non-tax revenue 2 S12 L778 6,869 7210 J) 
Total budgetary revenues 11,534 17611 120,953 (128,536 ; 6.3 
| Unemployment insurance premium contributions 
declined by $0.5 billion, primarily reflecting Budgetary revenues 
1994-95 and 1995-96 
transfers of funds from the Unemployment 
Insurance Account to personal income tax April to March 
: Year-over-year growth 
collections due to overpayments to the Account 
for taxation year 1994. In addition, the premium per cent change 
rates for 1996 were reduced from their 1995 levels. 35 
HB 1994-95 
Total excise taxes and duties declined $0.4 billion, 30 [__] 1995-96 
as lower Goods and Services Tax (GST) and 
customs import duties collections more than offset a0 
an increase in other excise taxes and duties. a7 
-* Net GST collections were down 1.8 per cent a 
_ ona year-over-year basis. Most of this decline 
was attributable to higher refunds. Gross GST 10 
collections were up 3.2 per cent in line with the 
increase in retail sales. However, refunds were 5 a a 
up 9.5 per cent, primarily reflecting lags in the bois 
processing of refunds. : 
* Customs import duties declined 19.6 per cent, 5 aol Bor ccnel Commaraic One: 
income tax income 


tax 
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¢ Other excise taxes and duties were up 
9.3 per cent, largely due to the increase in 
gasoline and tobacco tax rates introduced 
in February 1995. 


Non-tax revenue was up $0.3 billion, or 

5.0 per cent, in part reflecting the net gain to 

the government from its sale of Petro Canada 
shares and Canadian National Railways. Proceeds 
from the sale of government assets 1n excess of 
book value are credited to the deficit. 


Budgetary expenditures up 
due to higher interest rates 


Over the period April 1995 to March 1996, total 
budgetary expenditures were up 0.6 per cent, or 
$0.8 billion, on a year-over-year basis, as higher 
public debt charges (up $4.7 billion) more than 
offset the decline in program spending (down 
$3.9 billion). 


¢ The increase in public debt charges reflects 
both the increase in the gross stock of debt, 
or interest-bearing debt, and the lagged impact 
of higher interest rates over the March 1994 
to April 1995 period. 


e However, the year-over-year increase in public 
debt charges has moderated in recent months 
due to the general downward trend in interest 
rates since April 1995. 


Program spending lower 


Program spending declined by $3.9 billion, or 
3.4 per cent in the April 1995 to March 1996 
period, compared to the same period in 1994-95. 
This decline primarily reflects the impact of the 
1994 and 1995 budget measures: 


¢ lower spending on defence, and operating 
and capital by the non-defence departments, 
reflecting the impact of restraint measures; 


¢ lower unemployment insurance benefits, down 
9.6 per cent, reflecting the impact of improving 
labour market conditions and the effect of recent 
budget measures; and 


¢ lower transfer payments in the “other” 
component, reflecting the impact of budget 
restraint measures. Most departmental transfers 


were lower with the exception of transfers under 
the Indian and Inuit programs and for regional 
development. The increase in regional 
development transfers was due to spending 
under the Canada Infrastructure Works 
Agreements. 


In contrast, payments to the elderly were up 

2.5 per cent, reflecting increases in the eligible 
population and higher monthly benefits as the latter 
are indexed to quarterly changes in the Consumer 
Price Index. Transfers to other levels of 
government, including Equalization, Established 
Programs Financing and Canada Assistance Plan, 
were up slightly, as higher Equalization payments, 
which grow roughly in line with the growth in the 
economy offset declines in Established Programs 
Financing and Canada Assistance Plan transfers, 
reflecting the impact of budget measures. 
Payments to Crown corporations were higher, 
primarily due to higher payments to the Canadian 
Broadcasting Corporation and to the Canada 
Mortgage and Housing Corporation. 


Budgetary expenditures _ . 
1994-95 and 1995-96 


April to March 
Year-over-year growth 


per cent change 
12 


10 


HMM 1994-95 
8 [| 1995-96 


“A Total Public debt Program 


charges spending 


/ 
' 
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Table 3 
Budgetary expenditures 
March April to March 
Per cent 
1995) 1996 1994-95 1995-96 change 
(millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits e732 iS 20,514 21,023 oS 
Unemployment insurance benefits 1,480 1,403 14,863 13,441 -9.6 
Veterans’ pensions/allowances 122 ehey =a 1,436 1,386 =o Ore 
Total 3,334 3,299 36,814 35,849 -2.6 
Other levels of government 
Established Programs Financing Lee 719 10,004 9,609 -3.9 
Fiscal transfers 977 1,000 9,584 10,164 6.1 
Canada Assistance Plan 354 288 e219 15143) ees 
Total 2,503 2,006 26,867 20,921 0.2 
Other 
Agricultural subsidies 78 125 842 670 -18.7 
Indian and Inuit programs Pa 188 3,166 So LG 4.7 
Regional development oo a2 462 611 P48) 
Science and Technology 154 173 1,369 1,286 -6.1 
International assistance 679 ZS Pye yse) 1,781 -23.3 
Other 666 gO) 6,074 5,200. -14.4— 
Total 1,882 1,354 14,218 12,864 -9.5 
Total transfers 7,719 6,659 77,897 75,634 -2.9 
_ Payments to Crown corporations 
Canadian Broadcasting Corporation 38 es 1,089 ee WS 
Canada Mortgage and Housing Corporation 185 193 1,865 1,981 G2 
Other 72. oa pepe 1448 9.0 
Total 295 433 4,282 4,600 7.4 
| Operating and capital expenditures 
le Defence 968 871 9,970 9,362 -6.1 
All other departmental expenditures 1,853 1-733 17,972 16,629 -7.5 
Total 2,821 2,604 27,942 26,005 -6.9 
_ Total program expenditures 10,835 9,696 110,121 106,239 -3.5 
| 
_ Public debt charges 3,874 3,991 41,925 46,654 11.3 
_ Total budgetary expenditures 14,709 = 13,687 152,046 [52.895 0.6 
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Table 4 
The deficit and financial requirements 
5 March - April to March 
1995 1996 1994-95 1995-96 
(millions of dollars) 
Deficit/Surplus -3,175 -1,076 -31,093 -24,357 
Loans, investments and advances 
Crown corporations -85 -189 |p es. 3,507 
Other -78 -64 -697 -321 
Total -163 -253 428 3,046 
Specified purpose accounts 
Canada Pension Plan Account 425 435 692 254 
Superannuation accounts 2,346 2,441 8,094 8,275 
Other 40 210 212 506 
Total 2b 3,086 8,998 9,035 
Other transactions -1,386 -3,510 -3,956 -4,640 
Total non-budgetary transactions 1,262 -677 5,470 7,441 
Financial requirements -1,913 het oS -25,623 -16,916 
(excluding foreign exchange transactions) 
Table 5 
Financial requirements, foreign exchange and unmatured debt transactions 
______ March eS. —__ Aprilto March 
1995 1996 1994-95 1995-96 
(millions of dollars) 
Financial requirements (-) / Source (+) -1,913 = 753 -25,623 -16,916 
(excluding foreign exchange) 
Foreign exchange transactions 
Net international reserves 925 -3,182 -1,333 -4,738 
Unmatured debt transactions 
payable in foreign currencies ky, 2,053 6,167 -125 
Total 1,442 -1,129 4,835 -4,863 
Total financial requirements/Source -471 -2,882 -20,788 -21,779 
Unmatured debt transactions 
Marketable bonds -2,825 555 24,966 28,561 
Canada Savings Bonds -706 -279 146 34 
Treasury bills 3,750 5,700 -1,550 1,650 
Other 519 2,249 Be 3,088) _ -1,764 
Subtotal 738 8,023 26,950 28,481 
Less: 
Government’s holding of unmatured debt Ms) 132 -28 39 
Unmatured debt transactions payable 
in foreign currency a -2,053 _ -6,168 123 
Subtotal -402 -1,921 -6,196 164 
Total unmatured debt transactions 
payable in Canadian dollars 333 6,102 20,754 28,645 
-34 6,866 


Change in cash balance 
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Table 6 


Cash, unmatured debt and debt balances: at December 31 


1995 1996 


Cash balances at end of period 


In Canadian dollars 
In foreign currencies 


Total cash balance 


Unmatured debt balance 


Payable in Canadian dollars 
Marketable bonds 
Canada Savings Bonds 
Treasury bills 
Other 


Subtotal 


Less: 
Government’s holdings of unmatured debt 
Total 
Payable in foreign currencies 
Marketable bonds 


Notes and loans 
Canada bills 


Subtotal 


LCS S 
Government’s holdings of unmatured debt 


Total unmatured debt 


(millions of dollars) 


1,817 8,468 
287 00 
2,104 8,758 
225,640 252,613 
31,477 31,417 
164.450 166,100 
3,489 3,478 
425,056 453,608 
994 955 
424,062 452,653 
7,789 9,501 

0 310 

9,046 6,985 
16,835 16,796 
0 0 
440,897 469,449 


Financial requirements lower 


‘Financial requirements measure the amount 

by which cash going out from the government 
‘exceeds cash coming in. Financial requirements 
— for the fiscal year as a whole — are lower than 
the deficit, as they also include the net source of 
funds from non-budgetary transactions. The latter 
includes transactions in loans, investments and 
advances, government employees’ pension 
accounts, other specified accounts, and other 
financial assets and liabilities. 


‘Non-budgetary transactions in the April 1995 
to March 1996 period resulted in a net source 
of funds amounting to $7.4 billion, compared 
to a net source of $5.5 billion recorded in the 
corresponding period of 1994-95. Part of 

the higher net source of funds in 1995-96 was 
attributable to the cash proceeds resulting 
from the sale of Petro Canada and Canadian 
National Railways. 


As a result, financial requirements, excluding 
foreign exchange transactions, amounted to 
$16.9 billion in 1995-96, down $8.6 billion 
from that recorded in 1994-95. 


The purpose of the Exchange Fund Account is to 
promote order and stability in the foreign exchange 
market. It fulfills this function by buying foreign 
exchange (selling Canadian dollars) when there 

is upward pressure on the value of the Canadian 
dollar and selling foreign exchange (buying 
Canadian dollars) when there is downward 
pressure on the currency. 


In 1995-96, foreign exchange transactions 
provided a net requirement of funds amounting to 
$4.9 billion, compared to a net source of funds 
amounting to $4.8 billion in 1994-95. 
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able 7 
Debt Servicing and Reduction Account 
April to 
March 
1991-92 1992-93 1993-94 1994-95 1995-96 
(millions of dollars) 
Gross GST collected 29,564 30,516 52,0D2 36u15 36,600 
Less: 
Refunds and rebates 11,5330 125138 14,271 jl fol 22 18,458 
Quarterly low-income tax credit 2202 2,503 2,685 2,816 2,842 
Net GST 15,168 14,868 15,696 16,787 15,299 
GST penalties and interest received 19 TA 90 129 
Gains from wind-up of interest in 
Crown Corporations/disposal of 
shares in Crown corporations 2 110 500 
Gifts to the Crown 0.4 ee ee BO 0.52) 0.2 
Proceeds to the DSRA 15,190 15,050 15,786 16,916 15,799 
Figures for 1991-92, 1992-93, 1993-94 and 1994-95 are from the Public Accounts of Canada. 
As a result, total financial requirements, including The Debt Servicing and Reduction Account 
foreign exchange transactions, were $21.8 billion In June 1991, legislation to establish the Debt 


a 1995-96, UP $1.0 billion from the net Servicing and Reduction Account received 
requirement in 1994-95. Royal Assent. As a result, effective April 1, 1991, 
all Goods and Services Tax revenue net of the 
applicable input tax credits, rebates, and the low- 


down its cash reserves. Total borrowings from income credit, along with the net proceeds from 


the private sector (unmatured debt transactions) the sale of Crown corporations and gifts to the 
amounted to $28.6 billion in 1995-96, up Crown identified for debt reduction must, by law, 


go directly to the Debt Servicing and Reduction 
Account. The funds in this Account can only be 


To finance these requirements, the government 
borrows from the private sector and/or draws 


$7.9 billion from that borrowed on financial 
markets during 1994-95. Cash balances, as 


of March 31, 1996, stood at $8.8 billion, used to pay the cost of servicing the public debt 

compared to $2.1 billion at March 31, 1995. and ultimately to reduce the debt. The Account is 
audited on an annual basis by the Auditor General 
of Canada. 
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Financial results for April 199 @ 


Deficit declines $1.3 billion 
in April 1996 


The deficit in April 1996 was estimated a 

$4.1 billion, down $1.3 billion from April 1995. 
Most of the year-over-year decline in the deficit 
was attributable to higher revenues, up $1.1 billion, 
or 16.2 per cent. In addition, both program 
spending and public debt charges were lower 

than in April 1995. 


¢ The increase in budgetary revenues was 
primarily due to a $0.7 billion increase in 
personal income tax collections. Most of this 
increase was due to the timing of the receipt 
of taxes paid relating to taxation year 1995. 
The filing date for taxation year 1995 was 
April 30, 1996 whereas for taxation year 1994, 
it was May 1, 1995. 


¢ Net GST collections were up $0.3 billion in 
April 1996 over April 1995. However, net 
collections in the month were a negative 
$16 million. Net collections are the lowest in 
April of each year. This is largely due to the fact 
that most GST collections are due at the end of 
each month but normally not deposited in the 
government’s bank accounts until the first few 
days of the following month. During the course 
of the year, these monies are reported in the 
month in which they are received. However, the 
monies remitted with respect to March, but not 
received until April, are credited to the previous 
fiscal year, thereby dampening overall 
collections in April. In addition, the low-income 
GST credit is paid in April, thereby further 
dampening net collections in that month. 
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* Employment insurance premiums were down by 
$0.1 billion, reflecting the decline in premium 
rates and the maximum earnings base to which 
premiums are applied. 


Program spending declined by $0.1 billion, or 
0.9 per cent. Declines were recorded in transfers 
to other levels of government, expenditures on 
Crown corporations and in defence. These 
reductions reflect actions taken in previous 
budgets. Dampening the impact of these 
declines were increased spending on elderly and 
employment insurance benefits, other transfers 
and in all other non-defence departmental 
spending. With the exception of the increase 

in elderly benefits (due to an increase in the 
population base and higher average monthly 
benefits), the increases in the other components 
primarily reflect timing factors, which should be 
reversed in coming months. 


Public debt charges were down $0.1 billion, 

or 3 per cent, in April 1996 compared to 

April 1995. This decline reflects the impact of 
lower interest rates, witnessed since April 1995. 
Sluggish economic growth, low inflation and fiscal 
restraint by all levels of government have put 
downward pressure on rates, especially short-term 
interest rates. 
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Table 1 
Summary statement of financial transactions! 
April 
noo 1996 
(in millions of dollars) 
Budgetary transactions 
Revenues 6,588 7,653 
Program spending -8,045 -7,971 
Operating balance -1,457 -318 
Public debt charges -3,855 -3,741 
Deficit -5,312 -4,059 
Non-budgetary transactions -255 -328 
Financial requirements (excluding 
foreign exchange transactions) -5,567 -4,387 
Foreign exchange transactions -4,553 -1,334 
Financial requirements -10,120 -5,721 
Unmatured debt transactions 8/32 -921 
Note: Data compiled by the Receiver General of Canada. 
1 (+) indicates a source of funds, while (-) indicates a requirement for funds. 
Table 2 
Detailed statement of budgetary transactions — Revenues 
April 
1995 1996 
(in millions of dollars) 
Income taxes 
Personal income tax 3,830 4,528 
Corporate income tax 503 550 
Other income tax revenue 158 126 
Total income tax 4,491 5,204 
Employment insurance contributions 1,602 1,488 
Excise taxes and duties 
Goods and Services Tax -347 -16 
Customs import duties 174 9 
Sales and excise taxes 346 375 
Total excise taxes/duties 173 453 
Total tax revenues 6,266 7,145 
Non-tax revenues 322 508 
Total budgetary revenues 6,588 7,653 
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Table 3 
Detailed statement of budgetary transactions — Expenditures 


April 
1995 1996 


(in millions of dollars) 


Transfer payments to: 


Persons 
Elderly benefits 1,655 1,705 
Employment insurance benefits Mist 1,283 
Other £12 109 
Total 2,904 3,097 
Other levels of government 
Canada Health and Social Transfer 1,621 1,254 
Fiscal transfers 1,002 977 
Alternative payments for standing programs -163 -167 
Total 2,460 2,064 
Other 
Agricultural 9 
Indians and Inuit 644 693 
Regional development 
Science and technology a2 50 
International assistance of 82 
Other AIS 290 
Total 1,023 Wits 
Total transfers 6,387 6,276 
Payments to Crown corporations 489 592 
Operating and capital expenditures 
Defence 398 392 
All other departmental expenditures 171 904 
Total 1,169 15296 
Total program spending 8,045 TOP 
Public debt charges 3,855 3,741 
Total budgetary expenditures 11,900 We 7 12 
Table 4 
Non-budgetary transactions 
April 
1995 1996 


(in millions of dollars) 
Loans, investments and advances 


Crown corporations 18 58 
Other -354 -37 
Total -336 21 
Specified purpose accounts 
Canada Pension Plan Account shy WA 
Superannuation accounts -143 -163 
Other 37 -72 
Total 451 297 
Other transactions -370 -646 


Total non-budgetary transactions -255 -328 
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Table 5 
Foreign exchange and unmatured debt transactions 
Avril 
1995 1996 
(in millions of dollars) 
Foreign exchange transactions 
Net international reserves -3,092 - 1,906 
Unmatured debt transactions 
payable in foreign currencies -1,461 572 
Total -4,553 -1,334 
Unmatured debt transactions 
Marketable bonds 3,050 2,800 
Canada Savings Bonds -452 -270 
Treasury bills 6,000 -3,600 
Other -1,462 S/ 
Subtotal Hilsie -499 
Less: 
Government’s holding of unmatured debt 135 150 
Unmatured debt transactions payable 
in foreign currencies 1,461 -572 
Subtotal 1,596 -422 
Total unmatured debt transactions 
payable in Canadian dollars 8,732 -921 
Table 6 
Cash, unmatured debt and debt balances 
at April 30 
1995 1996 
(in millions of dollars) 
Cash balances at end of period 
In Canadian dollars 537 1,896 
In foreign currencies 173 20 
Total cash balance 710 1,916 
Unmatured debt balance 
Payable in Canadian dollars 
Marketable bonds 228,690 2555508 
Canada Savings Bonds 31,035 31,158 
Treasury bills 170,450 162,500 
Other 3,487 3,47 
Subtotal 433,662 452,70 
Less: 
Government's holdings of unmatured debt 855 802 
Total 432,807 451,898 
Payable in foreign currencies 
Marketable bonds Weles 9,501 
Notes and loans 0 611 
Canada bills 7,585 6,947 
Subtotal 15,378 17,059 
Less: 
Government’s holdings of unmatured debt 0 
Total unmatured debt 448,185 468,957 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
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Financial results for May 1996 


Deficit declines $0.5 billion 
in May 1996 


The deficit in May 1996 was estimated a 
$0.6 billion, down $0.5 billion from May 1995. 


e The year-over-year improvement in the 


¢ For the second consecutive month, public deb 
charges were lower on a year-over-year basis, 
due to the decline in interest rates witnesse 
since April 1995. 


deficit was primarily attributable to a declin 
in program spending. 


Program spending declined 5.3 per cent, or 
$0.5 billion. 


— All major components of program spending 
were lower in May 1996, compared with 
May 1995, with the exception of payments 
to Crown corporations. The year-over-year 
declines reflected the impact of the restrain 
measures introduced in the 1994 and 1995 
budgets. The increase in payments to Crown 
corporations primarily reflects the timing 
of payments to the Canada Mortgage and 
Housing Corporation and to the Canadian 
Broadcasting Corporation. 


Budgetary revenues were up slightly in 

May 1996 compared to May 1995 

(up 0.1 per cent). This relatively weak increase 
in revenues, compared to previous months, was 
due to the filing date for personal income ta 
returns. As noted in the April 1996 Fiscal 
Monitor, the filing date for taxation year 1995 
was April 30, 1996, whereas for taxation year 
1994, it was May 1, 1995. As a result, taxes 
paid on filing were higher in April 1996 than 
in April 1995 while taxes paid on filing in 
May 1996 were lower than in May 1995. 

Over the two-month period — April 1996 and 
May 1996 - taxes paid on filing were higher 
than in the same period a year ago. 
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Deficit for April 1996 and May 1996 
down by $1.7 billion 


Over the first two months of the fiscal year, the 
deficit, at $4.6 billion, was $1.7 billion lower 
than in the same period in 1995-96. 


¢ Budgetary revenues were up $1.1 billion or 
6.0 per cent, on a year-over-year basis. This 
increase in collections reflected strong 
growth in income taxes (up 7.0 per cent, or 
$0.8 billion) and higher excise taxes and duties 
(up 7.2 per cent). Employment insurance 
contributions declined (down 7.2 per cent), 
due to lower premium rates in 1996 and the 
lowering of the applicable earnings base to 
which premiums are calculated. 


¢ Program spending declined by $0.5 billion 
or 3.2 per cent, as lower expenditures were 
reported among all major components with the 
exception of transfers to persons. The decline 
in program spending primarily reflects the 
impact of the restraint measures introduced 
in the 1994 and 1995 budgets. 


¢ Public debt charges were down $0.1 billion, 
or 1.8 per cent. This reflects declines in interest 
rates, especially short-term rates. Fiscal restraint 
by the federal and provincial governments, 
continued low inflation and moderate wage 
growth have provided the necessary conditions 
for interest rates to come down. 
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Table 1 


Summary statement of financial transactions! 


Budgetary transactions 
Revenues 
Program spending 


Operating balance 
Public debt charges 
Deficit 


Non-budgetary transactions 


Financial requirements (excluding 
foreign exchange transactions) 


Foreign exchange transactions 
Financial requirements 


Unmatured debt transactions 


1995 


11,409 
-8,600 


2,809 
-3,882 
-1,073 


7125 


-348 
25302 
2,034 


1,048 


Note: Data compiled by the Receiver General of Canada. 


1 (+) indicates a source of funds, while (-) indicates a requirement for funds. 


Table 2 


Detailed statement of budgetary transactions — Revenues 


Income taxes 
Personal income tax 
Corporate income tax 
Other income tax revenue 


Total income tax 
Employment insurance contributions 


Excise taxes and duties 
Goods and Services Tax 
Customs import duties 
Sales and excise taxes 


Total excise taxes/duties 


Total tax revenues 
Non-tax revenues 


Total budgetary revenues 


1995 


May 


May 


5,680 
1,009 
87 


6,776 
1,641 


1,601 
228 
748 


Die) 


10,994 
415 
11,409 


April to May 

1996 1995-96 1996-97 
(in millions of dollars) . 

11,424 17,997 19,076 
-8,147 -16,646 -16,118 
S27) 1,351 2,958 
-3,859 -7,737 -7,600 
-582 -6,386 -4,642 
661 470 SRD) 
79 F716 -4,307 
954 -2,171 -380 
1,033 -8,087 -4,687 
42 9,780 -880 

April to May 
1996 1995-96 1996-97 


(in millions of dollars) 


5,612 9,510 10,140 
1,097 1,513 1,647 
145 245 27 
6,854 11,268 12,057 
1,521 3,243 3,010 
1,664 1,254 1,648 
170 402 264 
795 1,093 1,171 
D509 ea 2,749 > 3.084 
11,004 17,260 18,150 
420 737 926 
11,424 17,997 19,076 
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Table 3 


Detailed statement of budgetary transactions — Expenditures 


May April to May 
1995 1996 1995-96 1996-97 
(in millions of dollars) 
Transfer payments to: 
Persons 
Elderly benefits L735 1,800 3,390 oD05 
Employment insurance benefits 1,188 1,129 $2055) 2,412 
Other 120 116 232 225 
Total 3,043 3,045 5,947 6,142 
Other levels of government 
Canada Health and Social Transfer | aes) 1,254 3,174 2,508 
Fiscal transfers Se VAL 1555 1,749 
Alternative Payments for Standing Programs -163 -169 -326 -336 
Total 1,943 Dass 4,401 3,921 
Other 
Agricultural 14 5 23 a 
Indians and Inuit 254 196 899 890 
Regional development - - = es 
Science and technology 78 32 131 83 
International assistance 83 708 176 159 
Other 519 434 744 724 
Total 948 790 L973 1,907 
Total transfers 5,934 5,692 1224 Lio70 
Payments to Crown corporations 247 308 735 707 
Operating and capital expenditures 
Defence 837 638 13235 1,030 
All other departmental expenditures 1,582 1,509 Zon 2,411 
Total 2,419 2,147 3,590 3,441 
Total program spending 8,600 8,147 16,646 16,118 
Public debt charges 3,882 3,859 TUES 7,600 
Total budgetary expenditures 12,482 12,006 24,383 23,718 
Table 4 
Non-budgetary transactions 
May April to May 
1995 1996 1995-96 1996-97 
| (in millions of dollars) 
Loans, investments and advances 
_ Crown corporations -65 -26 -47 32 
Other 3 -72 -351 -11 
Total -62 -98 -398 -7 
Specified purpose accounts 
Canada Pension Plan Account 740 754 1,296 1,286 
Superannuation accounts -170 -209 -313 -371 
Other -24 17 14 -53 
Total 546 562 997 862 
Other transactions 241 197 -129 -449 
Total non-budgetary transactions 725 661 470 335 
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Table 1 
Summary statement of transactions 
June ____ApriltoJune 
1999 1996 1995-96 1996-97 


(millions of dollars) 


Budgetary transactions 


Revenues 10,402 11,200 28,399 30,276 
Program spending -9,010 -8,009 -25,657 - 24,127 
Operating surplus 15392 3,191 2,742 6,149 
Public debt charges -3,963 -3,844 -11,699 -11,444 
Deficit/Surplus -2,571 -653 -8,957 - 5,29 
Non-budgetary transactions -2,246 - 1,692 -1,776 - 1,366 
Financial requirements/source (excluding 
foreign exchange transactions) -4,817 -2,345 -10,733 - 6,661 
Foreign exchange transactions 1,544 1,196 -627 815 
Total financial requirements -3,273 -1,149 -11,360 -5,846 
Unmatured debt transactions 1,981 Says LE76l -328 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Budgetary revenues up 


On a year-over-year basis, budgetary revenues 
over the April 1996 to June 1996 period increased 
by $1.9 billion (6.6 per cent). This increase 

was largely attributable to higher income tax 
collections, up $1.7 billion. Lower employment 
insurance premiums were offset by increases in 
the other revenue components. However, about 
$1.2 billion of the growth in revenues was 
attributable to factors applicable to the April to 
June 1996 period. As such, the current pace of 
revenue growth is not expected to continue over 
the balance of the fiscal year. 


Personal income tax collections were up 

$1.6 billion, or 11.2 per cent, on a year-over-year 
basis. About half of this increase was attributable 
to higher taxes paid on filing, net of refunds, | 
pertaining to the 1995 taxation year. The deadline | 
for filing personal income returns is usually 

April 30. The taxes received at that time, 
therefore, affect the first quarter financial results. | 
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Table 2 
Budgetary revenues 
June April to June 
Per cent 
1995 1996 1995-96 1996-97 change 
(millions of dollars) (%) 
Income taxes 
Personal income tax 4,793 Do 14,303 15,899 14,2 
Corporate income tax 1,216 1,118 2,728 2,765 1.4 
Other Med es 342 385 12% 
Total income tax 6,106 6,991 173373 19,049 9.6 
Employment insurance contributions 1,684 1,566 4,927 4,575 -7.1 
Excise taxes and duties 
Goods and Services Tax je ey) 1,208 2,292 2,856 10.2 
Customs import duties 240 216 642 480 -25.2 
Other excise taxes/duties 605 675 1,698 1,846 8.7 
Total excise taxes and duties 2 SZ 2,098 4,932 5,182 | 
Total tax revenue 9,972 10,655 27232 28,806 5.8 
Non-tax revenue 430 545 1,167 1,470 26.0 


Total budgetary revenues 10,402 ~=11,200 28,399 30,276 6.6 


Corporate income tax collections increased 

slightly, as continued strong advances in 

installment payments were nearly offset by 
higher refunds. 


Employment insurance premium contributions 

declined by $0.4 billion, due to lower premium 
rates in 1996 and the lowering of the applicable 
earnings base effective January 1996 to which 
premiums are calculated. 


Total excise taxes and duties were up $0.1 billion: 


* Net GST collections were up 10.2 per cent, 
or $0.3 billion, on a year-over-year basis. All of 
this increase occurred in April 1996, reflecting 
abnormally low collections in April 1995, rather 
than strength in collections in April 1996. Ona 
year-over-year basis, net collections were lower 
in both May and June, reflecting the weakness 
in retail sales. 
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¢ Customs import duties declined 25.2 per cent, 
in part reflecting reductions in tariffs under the 
Canada-United States Free Trade Agreement. 


¢ Other excise taxes and duties were up 
8.7 per cent, in part reflecting higher 
Air Transport taxes, which effective April 1996 
are included as part of budgetary revenues 
instead of being netted against program 
spending, as in previous years. 


Budgetary expenditures down 


Over the period April 1996 to June 1996, total 
budgetary expenditures, which include both 
public debt charges and program spending, were 
down 4.8 per cent, or $1.8 billion. This decline 
was due to both lower public debt charges and 
program spending. 


Public debt charges were down $0.3 billion 

or 2.2 per cent. This decline reflected lower 
interest rates, especially short-term rates. Fiscal 
restraint by federal and provincial governments 
and continued low inflation have provided the 
necessary conditions for interest rates to 

come down. 


Program spending declined by $1.5 billion, 
or 6.0 per cent in the April 1996 to June 1996 
period, compared to the same period in 


1995-96. This decline primarily reflects the impact 


of the 1994 and 1995 budget measures to reduce 
and restructure federal government spending. 
However, the quarterly year-over-year decline 
somewhat overstates the decline in program 
spending expected for the year as a whole. 

This reflects the timing of the restraint measures, 
especially those affecting transfers to other 
levels of governments. 


The year-over-year percentage change in 

cash transfers to other levels of government 
(-18.4 per cent) overstates the expected reduction 
for the year as a whole. This is due to the manner 
in which the restraint on Canada Assistance Plan 


transfers to Ontario, Alberta, and British Columbia 
was put in place in the past. In 1995-96, the federal 
government continued to pay provincial claims 
under the Canada Assistance Plan to these 
provinces until the cap on annual transfers was 
reached, which did not occur until late in the 

fiscal year. However, under the CHST, provinces 
are paid in equal monthly instalments. 


Among the other major components of program 
spending, transfers to persons were down 

2.6 per cent in the first quarter of 1996-97, as 
lower employment insurance benefit transfers and 
veterans’ pensions and allowance more than offset 
increased elderly benefit transfers. Other transfer 
payments, payments to Crown corporations and 
defence were also lower, reflecting the impact 

of expenditure restraint. All other departmental 
expenditures were up slightly, due to the timing 
of payments. 
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Table 3 
Budgetary expenditures 


Transfer payments to: 
Persons 
Elderly benefits 
Employment insurance benefits 
Veterans’ pensions/allowances 
Total 


Other levels of government 
Canada Health and Social Transfer 
Fiscal transfers 
Alternative payments for standing programs 


Total 


Other 
Agricultural subsidies 
Indian and Inuit programs 
Regional development 
Science and Technology 
International assistance 
Other 


Total 


Total transfers 


Payments to Crown corporations 
Canadian Broadcasting Corporation 
Canada Mortgage and Housing Corporation 
Other 


Total 


| Operating and capital expenditures 
Defence 
All other departmental expenditures 


Total 
| Total program expenditures 


Public debt charges 


\ 


June April to June 

Per cent 

1995 1996 1995-96 1996-97 change 
(millions of dollars) (%) 
1,745 1,791 5,135 5,296 2 
958 853 3,283 3,265 -9.6 
119 111 Bol 335 -3.6 

2,822 21D 8,769 8,896 -2. 

1,861 1,254 5,033 3,762 -25.3 
1,103 872 2,656 2,621 -1.3 
-163 -169 -488 -505 3: 
2,801 1,957 eet 5,877 -18.4 
6 15 30 66 120.0 
25) 279 1,154 1,167 1.1 
15 7 of Ml 20.9 
1s 97 205 180 -12.2 
100 115 216 274 -0.7 
469 383 1,197 1,088 -9.0 
920 905 2,893 2,813 -2.8 
6,543 5,618 18,863 LSS -6.8 
82 65 354 298 -15.8 
163 Na 429 451 5.0 
99 103 289 303 1.8 
345 345 1,081 1,052 -2.7 
809 734 2,044 1,764 -13.7 
1313 eG) Bs 3,669 3,724 15 
2122 2,046 HLS 5,488 -3.9 
9,010 8,009 25,057 24,127 -6.0 
3,963 3,844 11,699 11,444 -2.2 
12973 3 LES o3 37,356 Shey fl -4.8 


Total budgetary expenditures 
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As a result, total financial requirements, including 
foreign exchange transactions, were $5.8 billion 
in 1996-97, down $5.5 billion from the net 
requirement in 1995-96. 


To finance these requirements, the government 
borrows from the private sector and/or draws 

down its cash reserves. In the first three months 

of 1996-97, the government reduced its borrowings 
from the private sector (unmatured debt 
transactions) by $0.4 billion, compared to new 
borrowings of $11.8 billion over the same 

period in 1995-96. 


Table 7 


Debt Servicing and Reduction Account 


The Debt Servicing and Reduction Account 


In June 1991, legislation to establish the Debt 
Servicing and Reduction Account received Royal 
Assent. As a result, effective April 1, 1991, all 
Goods and Services Tax revenue net of the 
applicable input tax credits, rebates, and the low- 
income credit, along with the net proceeds from the 
sale of Crown corporations and gifts to the Crown 
identified for debt reduction must, by law, go 
directly to the Debt Servicing and Reduction 
Account. The funds in this Account can only be 
used to pay the cost of servicing the public debt 
and ultimately to reduce the debt. The Account is 
audited on an annual basis by the Auditor General 
of Canada. 


April to April to 
March June 
1991-92 1992-93 1993-94 1994-95 1995-96 1996-97 
(millions of dollars) 
Gross GST collected 29,564 30,516 32,652 36,715 36,600 8,041 
Less: 
Refunds and rebates 11,330 12,138 TAT) Lieb 18,458 4,463 
Quarterly low-income tax credit 2.262 2,903 2,685 2,816 2,842 22 
Net GST 15,168 14,868 15,696 16,787 15,299 2,855 
GST penalties and interest received 19 71 90 129 
Gains from wind-up of interest in 
Crown Corporations/disposal of 
shares in Crown corporations 2 110 500 
Gifts to the Crown 0.4 0.1 0.2 0.5 0.2 
Proceeds to the DSRA 15,190 15,050 15,786 15,799 2,855 


16,916 


Figures for 1991-92, 1992-93, 1993-94 and 1994-95 are from the Public Accounts of Canada. 
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Financial results for July 1996 


Deficit declines $0.5 billion 
in July 1996 


The deficit in July 1996 was estimated at 
$1.2 billion, down $0.5 billion from July 1995 


e The year-over-year improvement in 
the deficit was primarily attributable to 
higher revenues. 


¢ Budgetary revenues were up $0.5 billion, 
Or 5.2:per cent. 


— Higher collections were reported for 
corporate income tax, the Goods and 
Services Tax and for non-tax revenues. 


— Personal income taxes were lower than in 


July 1995, primarily reflecting timing factors. 


* Program spending and public debt charges were 
virtually unchanged, on a year-over-year basis. 


— Within program spending, declines were 
reported in transfers to other levels of 
government, Crown corporation expenditures 
and in defence spending, which were offset 
by increases in non-defence departmental 
operating and capital expenditures and 
certain subsidy and other transfer payments. 
The increases in program spending were 
attributable to the timing of payments and 
not indicative of the final outcome for the 
year as a whole. 


— Public debt charges were slightly lower in 
July 1996, reflecting declines in interest 
rates witnessed since April 1995. 


Deficit for April 1996 to July 1996 
down by $4.2 billion 


Over the first four months of the fiscal year, th 
deficit, at $6.5 billion, was $4.2 billion lower 
than in the same period in 1995-96. 


¢ Budgetary revenues were up $2.4 billion 
or 6.2 per cent, on a year-over-year basis. 
This increase in collections reflected strong 
growth in income taxes (up 7.7 per cent, or 
$1.8 billion), higher excise taxes and duties 
(up 7.7 per cent), and higher non-tax revenues 
(up 34.5 per cent). Employment insurance 
contributions declined (down 7.1 per cent), 
due to lower premium rates in 1996 and the 
lowering of the applicable earnings base to 
which premiums are calculated. 


¢ Program spending declined by $1.5 billion 
or 4.2 per cent. The decline in program 
spending primarily reflects the impact of 
the restraint measures introduced in the 
1994 and 1995 budgets. 


¢ Public debt charges were down $0.3 billion, 


or 1.7 per cent. This decline reflects the 
decline in interest rates, especially short-term 
rates. Fiscal restraint by the federal and 
provincial governments and continued low 
inflation have provided the necessary 
conditions for interest rates to come down. 
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Table 1 
Summary statement of financial transactions! 
July April to July 
1995 1996 1995-96 1996-97 
(in millions of dollars) 
Budgetary transactions 
Revenues 10,581 11,129 38,980 41,405 
Program spending -8,245 -8,288 -33,902 -32,415 
Operating balance 2,336 2,841 5,078 8,990 
Public debt charges -4,007 -3,996 -15,706 -15,440 
Deficit -1,671 -1,155 -10,628 -6,450 
Non-budgetary transactions 1,860 1,835 86 469 
Financial requirements (excluding 
foreign exchange transactions) 189 680 -10,542 -5,981 
Foreign exchange transactions -1,580 Sry, -2,206 pa 
Financial requirements -1,391 997 -12,748 -4,848 
Unmatured debt transactions 2,243 1367 14,003 L037 
Note: Data compiled by the Receiver General of Canada. 
1 (+) indicates a source of funds, while (-) indicates a requirement for funds. 
Table 2 
Detailed statement of budgetary transactions — Revenues 
July April to July 
1995 1996 1995-96 1996-97 
(in millions of dollars) 
Income taxes 
Personal income tax 5,269 5,105 [MSpaays 21,004 
Corporate income tax 1,092 1,400 3,820 4,165 
Other income tax revenue 162 176 504 561 
Total income tax 6,523 6,681 23,896 25,730 
Employment insurance contributions 1,706 Loo? 6,634 6,162 
Excise taxes and duties 
Goods and Services Tax 1,150 15262 3,742 4,118 
Customs import duties 225 202 865 682 
Sales and excise taxes 615 810 2,314 2,656 
Total excise taxes/duties 1,987 eT aes 6,921 7,456 
Total tax revenues 10,217 10,542 37,451 39,348 
Non-tax revenues 364 587 1,529 2,057 
Total budgetary revenues 10,581 11129 38,980 41,405 — 
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Table 3 
Detailed statement of budgetary transactions — Expenditures 
July April to July 
1995 1996 1995-96 1996-97 


(in millions of dollars) 


Transfer payments to: 


Persons 
Elderly benefits 1,749 1,760 6,884 7,056 
Employment insurance benefits 905 916 4,188 4,181 
Other 110 116 470 451 
Total PPB: 27192 11,542 11,688 
Other levels of government 
Canada Health and Social Transfer 1,608 1,254 6,641 5,016 
Fiscal transfers 798 881 3,454 3,502 
Alternative Payments for Standing Programs -163 -169 -651 -674 
Total 2,243 1,966 9,444 7,844 
Other 
Agricultural 26 116 55 182 
Indians and Inuit 242 274 1,396 1,440 
Regional development Py 24 48 62 
Science and technology 51 43 356 ODS 
International assistance 93 166 370 440 
Other 305 415 1,502 1,503 
Total 734 937 3,627 3,749 
Total transfers 5,750 5,695 24,613 23,268) 
Payments to Crown corporations aay: 295 1,418 1,347 
Operating and capital expenditures 
Defence 785 742 2,828 2,505 
All other departmental expenditures PSE L556 5,043 Bs pe 
Total 2,158 25298 OA 7,787 
Total program spending 8,245 8,288 83,902 32,415 
Public debt charges 4,007 3,996 15,706 15,440 
Total budgetary expenditures 2252 12,284 49,608 47,855 
Table 4 
Non-budgetary transactions 
| July April to July 
1995 1996 1995-96 1996-97 


(in millions of dollars) 
Loans, investments and advances 


Crown corporations 392 387 456 551 
Other -70 -23 -599 -250 
Total | 322 364 -143 301 
Specified purpose accounts 
Canada Pension Plan Account -476 -506 842 641 
Superannuation accounts -167 -174 1,858 1,930 
Other -5 ay | 9 1 
Total -648 -629 2,691 2562 
Other transactions 2,186 2,100 -2,462 -2,414 


‘Total non-budgetary transactions 1,860 1,835 86 469 
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Table 5 


Foreign exchange and unmatured debt transactions 


April to July 
1995 1996 1995-96 1996-97 
(in millions of dollars) 
Foreign exchange transactions 
Net international reserves -3,349 118 -2,285 $65 
Unmatured debt transactions 
payable in foreign currencies 1,769 19? 19 568 
Total -1,580 Si -2,206 1033 
Unmatured debt transactions 
Marketable bonds 7,068 5,400 17,637 12,528 
Canada Savings Bonds -285 =252 -1,551 -1,053 
Treasury bills -3,248 -4,300 499 -11,900 
Other a2 564 -3,066 1,455 
Subtotal 3,887 1,412 13,519 1,030 
Less: 
Government’s holding of unmatured debt 125 154 563 575 
Unmatured debt transactions payable 
in foreign currencies -1,769 -199 -79 -568 
Subtotal -1,644 -45 484 
Total unmatured debt transactions 
payable in Canadian dollars 2,243 1,367 14,003 1,037 
Table 6 
Cash, unmatured debt and debt balances 
at June 30 
1995 1996 


Cash balances at end of period 
In Canadian dollars 
In foreign currencies 
Total cash balance 
Unmatured debt balance 
Payable in Canadian dollars 
Marketable bonds 
Canada Savings Bonds 
Treasury bills 
Other 
Subtotal 
LESS? 
Government’s holdings of unmatured debt 
Total 
Payable in foreign currencies 
Marketable bonds 
Notes and loans 
Canada bills 
Subtotal 


LESS: 
Government’s holdings of unmatured debt 
Total unmatured debt 
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September 1996 


(in millions of dollars) 


Sia) 4s) 4,731 
Al 6 
3,146 4,734 
239,355 265,293 
29,835 30,375 
164,949 154,200 
4.265 4,365 
438,404 454,233 
428 375 
437,976 453,858 
11,797 9,501 
0 921 
5,203 6,943 
17,000 17,3634 
0 0- 
454,976 471,223 


Financial results for August 1996 


Deficit declines $1.2 billion 
in August 1996 


The deficit in August 1996 was estimated at 
$1.9 billion, down $1.2 billion from August 1995 


¢ The year-over-year improvement in the 
deficit was primarily attributable to lower 
program spending. 


* Program spending was down $1.0 billion, 
or 10.7 per cent. 


— The decline in program spending primarily 
reflects the impact of the restraint measures 
announced in the 1994 and 1995 budgets. 


¢ Public debt charges declined $0.2 billion on 
year-over-year basis, reflecting declines in 
interest rates witnessed since April 1995. 


* Budgetary revenues were virtually unchanged 
in August 1996, compared to August 1995, 
as higher personal and corporate income tax 
collections were largely offset by lower 
Goods and Services Tax (GST) collections. 


Deficit for April 1996 to August 1996 
down by $5.4 billion 


Over the first five months of the fiscal year, th 
deficit, at $8.3 billion, was $5.4 billion lower than 
in the same period in 1995-96. 


¢ Budgetary revenues were up $2.4 billion or 
4.8 per cent, on a year-over-year basis. This 
increase in collections reflected strong growth in 
income taxes (up 8.6 per cent, or $2.5 billion) 
and higher non-tax revenues (up 26.0 per cent 
or $0.5 billion). Employment insurance 
contributions declined (down 6.8 per cent), due 
to lower premium rates in 1996 and the lowering 
of the applicable earnings base on which 
premiums are calculated. Excise taxes and duties 
were down 0.7 per cent or $0.1 billion. Declines 
in GST collections, due to the timing of receipts 
in August 1996, and in customs import duties 
more than offset increases in other excise taxes 
and duties. 


¢ Program spending declined by $2.5 billion or 
5.7 per cent. The decline in program spending 
primarily reflects the impact of the restraint 
measures introduced in the 1994 and 
1995 budgets. 


¢ Public debt charges were down $0.5 billion, 


— The year-over-year decline in GST collections 
was due to the timing of receipts, as certain 
collections due at month-end were remitted in 
early September. Under GST legislation, some 
monthly remittances are due on the last day of 
the month. If that day falls on a weekend or 
holiday, the remittances are not due until the 
first business day of the next month. These 
remittance procedures should have no impact 
on the collections results for the year as a 
whole, as adjustments are made at year end 
to correct for timing differences. 


| 
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or 2.6 per cent. This reflects the decline in 
interest rates, especially short-term rates. 
Fiscal restraint by the federal and provincial 
governments and continued low inflation have 
provided the necessary conditions for interest 
rates to come down. 


The results to date cannot be used to extrapolate 
what the deficit outcome will be for the year as 

a whole, as part of the improvement to date is 
attributable to developments unique to the first 
quarter of 1996-97 and the manner in which 
certain restraint measures are being implemented. 
However, the deficit results to date clearly suggest 
that the deficit target for 1996-97 will be met. 


Canada 
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Table 1 


Summary statement of financial transactions! 


August April to August 
1995 1996 1995-96 1996-97 


(in millions of dollars) 


Budgetary transactions 


Revenues 10,046 9,992 49,026 $1,398 

Program spending -9,169 -8,187 -43,070 -40,602 

Operating balance 877 1,805 5,956 10,796 

Public debt charges -3,935 -3,688 -19,641 -19,128 

Deficit -3,058 -1,883 -13,685 -8,332 
Non-budgetary transactions 925 57 1,011 1,728 
Financial requirements (excluding 

foreign exchange transactions) =2133 -626 -12,674 -6,604 
Foreign exchange transactions -3,289 446 -5,496 E579 
Financial requirements -5,422 -180 -18,170 -5,025 
Unmatured debt transactions 5,110 -317 19,113 720 


Note: Data compiled by the Receiver General of Canada. 
! (+) indicates a source of funds, while (-) indicates a requirement for funds. 


Table 2 


Detailed statement of budgetary transactions — Revenues 


August April to August 
1995 1996 1995-96 1996-97 


(in millions of dollars) 


Income taxes 


Personal income tax 4,044 A573 23,616 25,0 
Corporate income tax ip, 873 4,579 5,038 
Other income tax revenue 137 136 640 697 
Total income tax 4,940 nyse 28,835 315312 
Employment insurance contributions 1,703 1,609 8,336 Pe) 
Excise taxes and duties 
Goods and Services Tax 1,945 13323 5,687 5,441 
Customs import duties 288 223 1,154 905 
Sales and excise taxes 662 743 2,975 3,399 
Total excise taxes/duties 2,895 2,289 | 9,816 9,745 
Total tax revenues 9,538 9,480 46,987 48,828 
Non-tax revenues 508 S12 2,039 Zt 


Total budgetary revenues 10,046 9,992 49,026 $1,398 
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Table 3 
Detailed statement of budgetary transactions — Expenditures 
August April to August 
1995 1996 1995-96 1996-97 


(in millions of dollars) 


Transfer payments to: 


Persons 
Elderly benefits 152 1,784 8,637 8,839 
Employment insurance benefits 1,040 941 5,228 122 
Other 118 112 588 563 
Total 2910 2,030) 14,453 14,524 

Other levels of government 
Canada Health and Social Transfer! 1,890 13254 8,530 6,270 
Fiscal transfers 743 830 4,197 4,332 
Alternative Payments for Standing Programs -163 -169 -814 -844 
Total 2,470 1,915 Ite 07155 

Other 
Agricultural 20 61 75 243 
Indians and Inuit 233 233 E632 1,574 
Regional development 43 36 105 L27 
Science and technology 132 130 389 352 
International assistance 135 111 505 ogla 
Other mile) 146 2,059 1,618 
Total 1,136 (ag 4,764 4,465 

- Total transfers 6,516 5,469 31,130 28,747 
Payments to Crown corporations 310 308 jee) 1,655 
Operating and capital expenditures 

Defence 839 849 3,667 S355 

All other departmental expenditures 1,504 1,561 6,546 6,845 

Total 2,343 2,410 10273 10,200 

Total program spending 9169 8,187 43,070 40,602 
Public debt charges 3,939 3,688 19,641 19,128 
Total budgetary expenditures 13,104 11,875 O27 FI) 59,730 


| Given the manner in which monthly CHST cash is calculated, the current decline is not indicative of the outcome for the year as a whole. 


Table 4 
Non-budgetary transactions 


August April to August 
1995 1996 1995-96 1996-97 


(in millions of dollars) 


Loans, investments and advances 


Crown corporations -120 58 336 609 
Other -2 1 -602 -249 
Total -122 59 -266 36 
Specified purpose accounts 
Canada Pension Plan Account -150 -305 692 336 
Superannuation accounts -130 -209 1,729 Li) 
Other 25 56 16 69 
Total -255 -458 2,437 pa Be 
Other transactions 1307 1,656 -1,160 -758 


Total non-budgetary transactions 925 doy, 1,011 1,728 
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Table 5 
Foreign exchange and unmatured debt transactions 


August April to August 
1995 1996 1995-96 1996-97 


(in millions of dollars) 


Foreign exchange transactions 


Net international reserves -2,687 556 -4,972 Liat 
Unmatured debt transactions 
payable in foreign currencies -602 -110 -524 458 
Total -3,289 446 -5,496 1,579 
Unmatured debt transactions 
Marketable bonds 3,922 100 “21559 12,62 
Canada Savings Bonds -297 -218 -1,847 -1,271 
Treasury bills Hi Shou -300 1,850 -12,200 
Other -603 -111 -3,670 1,344 
Subtotal 4,373 -529 17,892 501 
Less: 
Government's holding of unmatured debt 135 102 697 677 
Unmatured debt transactions payable 
in foreign currencies 602 110 524 -458 
Subtotal 737 ON V221 219 
Total unmatured debt transactions ie Sa 
payable in Canadian dollars >,L10 -317 8h 720 
Table 6 
Cash, unmatured debt and debt balances 
at August 31 
1995 1996 


(in millions of dollars) 
Cash balances at end of period 


In Canadian dollars 2,692 4,207 
In foreign currencies 142 31 
Total cash balance 2,834 4,238 


Unmatured debt balance 
Payable in Canadian dollars 


Marketable bonds 243,383 265,393 
Canada Savings Bonds PAS aXe, 30,157 
Treasury bills 166,300 153,900 
Other 4,264 4,36 
Subtotal 443,486 453,81 
LeSs5 

Government’s holdings of unmatured debt 296 357 
Total 443,190 453,457 

Payable in foreign currencies 

Marketable bonds 11,796 9,514 
Notes and loans 0 921 
Canada bills 4,601 6,83 
Subtotal 16,397 17,269 
Less: 

Government’s holdings of unmatured debt 0 

Total unmatured debt 459,58) °° «# #43uan .  470C 
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Table 1 


Summary statement of transactions 


Budgetary transactions 
Revenues 
Program spending 


Operating surplus 
Public debt charges 


Deficit/Surplus 
Non-budgetary transactions 


Financial requirements/source (excluding 
foreign exchange transactions) 


Foreign exchange transactions 
Total financial requirements 


Unmatured debt transactions 


September April to September 
1995 1996 1995-96 1996-97 


LEOo7. 
-8,780 


2,877 
-3,869 


-992 


1eTSZ 


160 
2.203 
2,423 


2,033 


(millions of dollars) 


13,176 60,683 64,574 
-8,213 -51,849 -48,815 
4,963 8,834 153752 
-3,635 -23,511 -22,763 
eS PAS -14,677 -7,004 
1,029 2,163 2,195 
Peo P| -12,514 -4,249 
-999 -3,233 580 
1,358 -15,747 -3,669 
-1,370 21,145 -650 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Budgetary revenues up 


On a year-over-year basis, budgetary revenues over 
the April 1996 to September 1996 period increased 
by $3.9 billion (6.4 per cent). This increase 

was attributable to higher income tax collections 
(up 8.3 per cent), excise taxes and duties (up 

7.8 per cent) and non-tax revenues (up 11.8 per 
cent). In contrast, employment insurance premiums 
were lower (down 6.4 per cent). However, half of 
the growth in revenues to date was attributable to 
special factors as described below, which overstate 
the underlying trend in budgetary revenues. 


About half of the increase in personal income tax 
collections was attributable to higher taxes paid on 
filing, net of returns, pertaining to the 1995 taxation 
year. The deadline for filing personal income returns 
is usually April 30th. The taxes received at that 
time, therefore, affect the first quarter financial 
results. In contrast, deductions from employment 
income, up about 2 per cent from last year, closely 
mirror the developments in employment and 

labour income. 
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Table 2 


Budgetary revenues 


Income taxes 
Personal income tax 
Corporate income tax 
Other 


Total income tax 
Employment insurance contributions 
Excise taxes and duties 

Goods and Services Tax 


Customs import duties 
Other excise taxes/duties 


Total excise taxes and duties 
Total tax revenue 


Non-tax revenue 


_ Total budgetary revenues 


September April to September 

Per cent 

1995 1996 1995-96 1996-97 change 
(millions of dollars) (%) 
6,328 6,866 29,944 32,443 8.3 
857 1,059 5,436 6,096 IZ 
117 187 924 1,081 17.0 
7,302 8,112 36,304 39,620 9.1 
1,696 1,616 10,033 9,387 -6.4 
1,096 1,982 6,784 7,423 9.4 
274 240 1,427 1,145 -19.7 
602 WSS 3,410 3,954 16.0 
EOF2 2,975 11,621 12522 7.8 
10,970 12703 57,958 61,529 6.2 
687 473 OG bos 3,045 11.8 
11,657 13,176 60,683 64,574 6.4 


| Although corporate income tax collections are 
_ running well above last year’s level, this primarily 


reflects the remittance procedures for corporations, 
as corporate profits are below last year’s level. 
Monthly corporate income tax instalments are 


_ based on last year’s actual tax liability or this 


year’s estimated liability, with any adjustment at 


_ the time of filing at year end. Monthly instalments 


during 1995-96 were based on 1994 tax liabilities, 
whereas current instalment payments are based 

on 1995 tax liabilities. Liabilities for taxation year 
1995 were substantially higher than those in 1994, 


accounting for the year-over-year increase in 


instalment payments to date. As indicated in The 


_ Economic and Fiscal Statement, corporate income 


tax collections for the year as a whole are expected 


to be only marginally higher than the final outcome 


for 1995-96. 


Employment insurance contributions declined 
by $0.6 billion, due to lower premium rates in 
1996 and the lowering of the applicable earnings 
base effective January 1996 to which premiums 
are calculated. 
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Total excise taxes and duties were up $0.9 billion: 


¢ Net GST collections were up 9.4 per cent, or 
$0.6 billion, on a year-over-year basis. Most of 
this increase occurred in April 1996, reflecting 
abnormally low collections in April 1995, rather 
than strength in collections in April 1996. The 
underlying weakness in net GST collections 
reflects the overall weakness in retail sales. 


¢ Customs import duties declined 19.7 per cent, 
in part reflecting reductions in tariffs under the 
Canada-United States Free Trade Agreement. 


¢ Other excise taxes and duties were up 16.0 per 
cent, or $0.4 billion. About two-thirds of this 
increase is due to the reclassification of Air 
Transport taxes, which effective April 1996 are 
included as part of budgetary revenues instead 
of being netted against program spending, as in 
previous years. Although this reclassification 
affects both budgetary revenues and program 
spending, it has no impact on the deficit. 


Non-tax revenues were up 11.8 per cent, or 

$0.3 billion. Most of this increase was due to 

the inclusion the second tranche of seignorage gains 
related to the introduction of the $2 coin. The first 
tranche was included in the final quarter of 1995-96. 


Budgetary expenditures down 


Over the period April 1996 to September 1996, 
total budgetary expenditures, which include both 
public debt charges and program spending, were 
down 5.0 per cent, or $3.8 billion. This decline 
was due to both lower public debt charges and 
program spending. 


Public debt charges were down $0.7 billion or 

3.2 per cent. This decline reflected lower interest 
rates, especially short-term rates. Fiscal restraint by 
federal and provincial governments and continued 
low inflation have provided the necessary 
conditions for interest rates to come down. 


Program spending declined by $3.0 billion, or 

5.9 per cent in the April 1996 to September 1996 
period, compared to the same period in 1995-96. 
This decline primarily reflects the impact of the 
1994 and 1995 budget measures to reduce and 
restructure federal government spending, affecting 


all major components of program spending. 
However, there are a number of other factors 
which affect the year-over-year decline to date. 


This is especially applicable with respect to the 
decline in transfers to other levels of government. 
In the February 1994 budget, provincial 
entitlements under the Canada Assistance Program 
(CAP) for 1995-96 were frozen at their 1994-95 
levels. As a result, monthly payments during 
1995-96 were concentrated in the first half of the 
year as payments were made until the provincial 
ceilings were reached. Effective 1996-97, and 

as announced in the 1995 budget, CAP and 
Established Program Financing (EPF) were 
replaced by a new block grant called the Canada 
Health and Social Transfer (CHST), with the cash 
portion paid in equal monthly instalments. As a 
result, the year-over-year changes are affected by 
not only the restraint measures but also the manner 
in which transfers to the provinces are being made 
on a monthly basis. Of the decline witnessed in 
transfers to other levels of governments to date, 
about one-third relates to these timing factors 
which will be reversed in coming months. 
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Table 3 
Budgetary expenditures 


Transfer payments to: 
Persons 
Elderly benefits 
Employment insurance benefits 
Veterans’ pensions/allowances 
Total 


Other levels of government 
Canada Health and Social Transfer 
Fiscal transfers 
Alternative payments for standing programs 


Total 


Other 
Agricultural subsidies 
Indian and Inuit programs 
Regional development 
Science and Technology 
International assistance 
Other 


Total 


Total transfers 


_ Payments to Crown corporations 
Canadian Broadcasting Corporation 
Canada Mortgage and Housing Corporation 
Other 


Total 
Operating and capital expenditures 


Defence 
All other departmental expenditures 


Total 
| Total program expenditures 


: Public debt charges 


_ Total budgetary expenditures 


September April to September 

Per cent 

1995 1996 1995-96 1996-97 change 
(millions of dollars) (%) 
e754 1,825 10,388 10,664 eed | 
880 826 6,107 5,948 -2.6 
117 113 705 676 -4.1 
2,748 2,764 17,200 17,288 0.5 
1,630 1,254 10,159 7,524 -25.9 
837 804 5,034 5,136 ZA) 
-164 -169 -978 -1,013 3.6 
2,303 1,889 14,215 11,647 -18.1 
110 68 185 311 68.1 
2p 290 1,884 1,865 -1.0 
40 28 145 155 6.9 
74 41 463 SEES) -15.1 
184 126 689 677 -1.7 
402 457 2,461 PUTTS Albee | 
1,063 1,010 DOaL 5,476 -6.0 
6,114 5,663 37,242 34,411 -7.6 
90 64 613 504 -17.8 
LS 152 886 874 -1.3 
116 de 609 566 -7.1 
381 288 2,108 1,944 -7.8 
820 768 4,487 4,123 -8.1 
1,465 1,494 8,012 8,337 4.] 
2,285 2,262 12,499 12,460 -0.3 
8,780 8,213 51,849 48,815 -5.9 
3,869 SAGES) Pie eo | 22,763 -3.2 
12,649 11,848 75,360 LL OLS -5.0 
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Table 4 


The deficit and financial requirements 


Deficit/surplus 


Loans, investments and advances 
Crown corporations 
Other 


Total 


Specified purpose accounts 
Canada Pension Plan Account 
Superannuation accounts 
Other 


Total 


Other transactions 


Total non-budgetary transactions 


Financial requirements 
(excluding foreign exchange transactions) 


1995 


-992 


-159 
744 


585 


172 
2,999 
90 


2,655 


-2,088 


L152 
160 


April to September 
1996 1995-96 1996-97 
(millions of dollars) 

1,328 -14,677 -7,004 
148 su 758 
-84 143 -33 

64 320 424 
484 864 819 
2,562 A122 4,283 
20 105 88 
3,066 5,091 5,190 
-2,101 -3,248 -2,859 
1,029 ZL On 255 

2357 -12,514 -4,249 


Table:5 


Financial requirements, foreign exchange and unmatured debt transactions 


April to September 


1996-97 


1995 1996 1995-96 
(millions of dollars) 
Financial requirements (-)/source (+) 160 Dis}! -12,514 
(excluding foreign exchange) 
Foreign exchange transactions 
Net international reserves 2,394 -791 -2,578 
Unmatured debt transactions 
payable in foreign currencies -131 -208 -655 
Total 2,263 -999 -3,233 
Total financial requirements/source 2,423 1,358 -15,747 
Unmatured debt transactions 
Marketable bonds 1,100 950 22,659 
Canada Savings Bonds -265 -206 -2,113 
Treasury bills 1,400 -1,700 35250 
Other -461 -735 -4,131 
Subtotal 1,774 -1,691 19,665 
Less: 
Government’s holding of unmatured debt 128 is 825 
Unmatured debt transactions payable 
in foreign currency 131 208 655 
Subtotal 259 Spal 1,480 
Total unmatured debt transactions 
payable in Canadian dollars 2.033 - 1,370 21145 
Change in cash balance 4,456 -12 5,398 


-4,249 


Table 6 
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Cash, unmatured debt and debt balances: at September 30 


Cash balances at end of period 


In Canadian dollars 
In foreign currencies 


Total cash balance 


Unmatured debt balance 


Payable in Canadian dollars 
Marketable bonds 
Canada Savings Bonds 
Treasury bills 
Other 


Subtotal 


Less. 
Government's holdings of unmatured debt 
Total 
Payable in foreign currencies 
Marketable bonds 


Notes and loans 
Canada bills 


Subtotal 


Less: 
Government’s holdings of unmatured debt 


| Total unmatured debt 


1995 1996 
(millions of dollars) 


ts W bs 4,207 
176 19 
7,291 4,226 
244,483 266,343 
29,273 29,951 
167,700 152,200 

3,934 3,83 

445,390 452,33 
169 244 
445,221 452,087 
11,797 9,514 
0 921 

4,469 6,62 
16,266 17,060 

0 

461,487 469,147 


The increase in all other departmental expenditure 
was entirely due to the reclassification of the 

Air Transport tax. In 1995-96, this tax was netted 
_ against such spending, whereas in 1996-97 

it is classified as part of budgetary revenues. 
Adjusting for this reclassification, this 

component would register a decline on a 

_ year-over-year basis. 


_ Among the other major components of program 

_ Spending, transfers to persons were up 0.5 per cent 
_ in the six months of 1996-97, as higher elderly 
benefit payments, due to increases in the elderly 
population and average benefits, more than 

offset lower employment insurance benefits and 

_ Veterans’ pensions and allowances. Other transfer 
_ payments, payments to Crown corporations and 
defence were also lower, reflecting the impact 

_ of expenditure restraint. 


Financial requirements lower 


Financial requirements measure the amount 

by which cash going out from the government 
exceeds cash coming in. Financial requirements — 
for the fiscal year as a whole — are lower than the 
deficit, as they also include the non-budgetary 
transactions. The latter includes transactions in 
loans, investments and advances, government 
employees’ pension accounts, other specified 
accounts, and other financial assets and liabilities. 


Non-budgetary transactions in the April 1996 to 
September 1996 period resulted in a net source 
of funds amounting to $2.8 billion, compared to 
a net source of $2.2 billion recorded in the 
corresponding period of 1995-96. 


As a result, financial requirements, excluding 
foreign exchange transactions, amounted to 
$4.3 billion in 1996-97, down $8.3 billion from 
that recorded in 1995-96. 
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The purpose of the Exchange Fund Account is to 
promote order and stability in the foreign exchange 
market. It fulfills this function by buying foreign 
exchange (selling Canadian dollars) when there 

is upward pressure on the value of the Canadian 
dollar and selling foreign exchange (buying 
Canadian dollars) when there is downward pressure 
on the currency. 


In the first six months of 1996-97, foreign 
exchange transactions provided a net source of 
funds amounting to $0.6 billion, compared to a net 
requirement for funds amounting to $3.2 billion 

in the comparable period last year. 


As a result, total financial requirements, including 
foreign exchange transactions, were $3.7 billion 
in 1996-97, down $12.1 billion from the net 
requirement in 1995-96. 


To finance these requirements, the government 
borrows from the private credit markets and/or 
draws down its cash reserves. In the first six months 
of 1996-97, the government’s cash requirements 


were met entirely through a drawing down of its 
cash balances (down $4.3 billion). In addition, the 
government reduced its borrowings from the private 
credit markets (unmatured debt transactions) by 
$0.7 billion, compared to new borrowings of 

$21.1 billion over the same period in 1995-96. 


The Debt Servicing and Reduction Account 


In June 1991, legislation to establish the Debt 
Servicing and Reduction Account received Royal 
Assent. As a result, effective April 1, 1991, 

all Goods and Services Tax revenue net of the 
applicable input tax credits, rebates, and the 
low-income credit, along with the net proceeds 
from the sale of Crown corporations and gifts to the 
Crown identified for debt reduction must, by law, 
go directly to the Debt Servicing and Reduction 
Account. The funds in this Account can only be 
used to pay the cost of servicing the public debt 
and ultimately to reduce the debt. The Account 

is audited on an annual basis by the Auditor 
General of Canada. 


Table 7 
Debt Servicing and Reduction Account 
1991-92 1992-93 1993-94 1994-95 1995-96 
(millions of dollars) 
Gross GST collected 29,564 30,516 32,652 56,715 38,048 
Less: 
Refunds and rebates 11,330 12,138 14,271 LL 18,874 
Quarterly low-income tax credit 2,202 2,503 2,685 2,816 2,199 
NevGsl 15,168 14,868 15,696 16,787 16,374 
GST penalties and interest received 19 iA 90 129 135 
Gains from wind-up of interest in 
Crown corporations/disposal of 
shares in Crown corporations 2 110 325 
Gifts to the Crown 0.4 0.1 0.2 0.5 0.3 
Proceeds to the DSRA 15,190 15,050 15,786 16,916 16,835 


Figures for 1991-92, 1992-93, 1993-94, 1994-95, and 1995-96 are from the Public Accounts of Canada. 
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Financial results for October 199 


Deficit declines $2.4 billion 
in October 1996 


The deficit in October 1996 was estimated a 

$0.5 billion, down $2.4 billion from October 1995. 
The year-over-year improvement reflects higher 
budgetary revenues (up $2.0 billion). Program 
spending declined by $0.5 billion. 


¢ Most of the increase in budgetary revenues 
was attributable to the gross proceeds 
($1.5 billion) from the sale of the Air Navigation 
System to NAVCAN, as announced in the 
February 1995 budget. The net impact of this 
sale on the 1996-97 deficit will be lower, once 
the net costs of this transaction are fully taken 
into account. Corporate income tax collections 
were up strongly while personal income tax 
collections were relatively weak, largely due 
to the slippage of receipts from October 1996 
into November 1996. Goods and Services Tax 
collections were lower on a year-over-year basis, 
as higher refunds/rebates offset the growth in 
gross collections. The reclassification of the 
Air Transport Tax from program spending to 
budgetary revenues, effective April 1996, 
accounts for most of the increase in other 
excise taxes and duties. 


+ The decline in program spending primarily 
reflects the impact of the restraint measures 
introduced in the 1994 and 1995 budgets. 


* Public debt charges were virtually unchanged 

_ from the October 1995 level, as the impact of 
lower interest rates was largely offset by 
adjustments relating to previous months. 


f 


Iv] Department of Finance Ministére des Finances 
Canada Canada 


he Fiscal Monitor 


Deficit for April 1996 to October 1996 
down by $10.1 billion 


Over the April to October period, the deficit, at 
$7.5 billion, was $10.1 billion lower than in the 
same period in 1995-96. 


¢ Budgetary revenues were up $5.9 billion or 
8.3 per cent, on a year-over-year basis. This 
increase in collections reflected strong growth i 
income taxes (up 8.9 per cent, or $3.7 billion) 
and higher sales and excise taxes (up 6.9 per cen 
or $1.0 billion), and an increase in non-tax 
revenues (up $1.9 billion or 61.1 per cent), 
primarily reflecting the one-time gain related to 
asset sales. Employment insurance contributions 
declined (down 6.2 per cent), due to lower 
premium rates in 1996 and the lowering of the 
applicable earnings base on which premiums 
are calculated. 


¢ Program spending declined by $3.5 billion or 
5.7 per cent. The decline in program spending 
primarily reflects the impact of the restraint 
measures introduced in the 1994 and 
1995 budgets. 


¢ Public debt charges were down $0.8 billion, 
or 2.8 per cent. This reflects the decline in 
interest rates, especially short-term rates. 
Fiscal restraint by the federal and provincial 
governments and continued low inflation have 
provided the necessary conditions for interest 
rates to come down. 


The results to date cannot be used to extrapolate 
what the deficit outcome will be for the year as 

a whole, as part of the improvement to date is 
attributable to developments unique to the first 
quarter of 1996-97 and the manner in which 
certain restraint and asset sale measures are bein 
implemented. However, the deficit results clearly 
suggest that the deficit target for 1996-97 will be 
met and possibly bettered. 
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Table 1 


Summary statement of financial transactions! 


October April to October 
1995 1996 1995-96 1996-97 


(in millions of dollars) 


Budgetary transactions 


Revenues 10,104 12,080 70,787 76,654 

Program spending -9,197 -8,746 -61,046 -57,561 

Operating balance 907 3,334 9,741 19,093 

Public debt charges -3,848 -3,830 -27,359 -26,593 

Deficit -2,941 -496 -17,618 -7,500 
Non-budgetary transactions 1,349 344 3,511 3,102 
Financial requirements (excluding 

foreign exchange transactions) -1,592 -152 -14,107 -4,398 
Foreign exchange transactions 3,201 -1,457 623 Aig ay 
Financial requirements 1,609 - 1,609 -13,484 *O1925 
Unmatured debt transactions 585 45 21,074 -355 


Note: Data compiled by the Receiver General of Canada. 
1 (+) indicates a source of funds, while (-) indicates a requirement for funds. 


Table 2 


Detailed statement of budgetary transactions — Revenues 


October April to October 
1995 1996 1995-96 1996-97 


(in millions of dollars) 


Income taxes 


Personal income tax 4721 4,782 34,665 37225 
Corporate income tax 832 1,191 6,268 7,287 
Other income tax revenue 155 143 1,078 1225 
Total income tax 5,708 6,116 42,011 45,737 
Employment insurance contributions Gis 1,594 11,706 10,981 
Excise taxes and duties 
Goods and Services Tax 1,471 1,409 $255 8,832 
Customs import duties ey 264 1,684 1,40 
Sales and excise taxes 605 EA 4,016 4,677 
Total excise taxes/duties 28333 2,394 | 133955 14,917 
Total tax revenue 9,714 10,104 67,672 71,635 
Non-tax revenue 390 1,976 3.115 5,019 


Total budgetary revenues 10,104 12,080 70,787 76,654 
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Table 3 
Detailed statement of budgetary transactions — Expenditures 
October April to October 
1995 1996 1995-96 1996-97 


(in millions of dollars) 


Transfer payments to: 


Persons 
Elderly benefits 1770 1,811 12,158 12,476 
Employment insurance benefits 938 971 7,045 6,919 
Other jig (PA 118 817 794 
Total 2,820 2,900 20,020 20,189 
Other levels of government 
Canada Health and Social Transfer 1,958 1,267 PorriG 8,791 
Fiscal transfers 949 783 5,983 5,919 
Alternative payments for standing programs -163 -167 -1,141 -1,180 
Total 2,744 1,883 16,958 13,530 
Other 
Agricultural subsidies 13 69 197: 380 
Indians and Inuit programs 247 239 IE IDB PLdeage 
Regional development Sil 43 196 198 
Science and Technology 180 130 643 23 
International assistance 155 147 844 82 
| Other 435 419 2,800 215 
= Total 1,076 1,047 6,902 6,523 
_ Total transfers 6,640 5,830 43,880 40,24 
Payments to Crown corporations 611 380 2,719 in 23323 
Operating and capital expenditures 
_ Defence 841 195 mee 4,879 
_ All other departmental expenditures 1,105 1,781 9,120 10,11 
| Total 1,946 2,536 14,447 14,996 
Total program expenditures 5197 8,746 61,046 — 57,561 
Public debt charges 3,848 3,830 2139 26,593 
Total budgetary expenditures 13,045 12,576 88,405 84,154 
Table 4 
Non-budgetary transactions 
October April to October 
| 1995 1996 1995-96 1996-97 


(in millions of dollars) 
Loans, investments and advances 


' Crown corporations Wh) 3 252 760 
Other 884 40 iW Pefe -293 
Total 959 43 1,279 467 

Specified purpose accounts 
Canada Pension Plan Account 494 152 1,358 971 
Superannuation accounts -178 -137 3,943 4,146 
Other -138 50 -33 140 

_ Total 178 65 5,268 aS 

Other transactions 212 236 -3,306 -2,622 


Total non-budgetary transactions 1,349 344 Stra Wt 3,102 
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Table 5 
Foreign exchange and unmatured debt transactions 
October April to October 
1995 1996 1995-96 1996-97 
(in millions of dollars) 
Foreign exchange transactions 


Net international reserves 3,201 -1,457 623 = ba 
Unmatured debt transactions 

Marketable bonds 1,548 IY es) 24,206 15,353 

Canada Savings Bonds -424 -345 -2,537 -1,82 

Treasury bills -2,400 3,250 -16,300 

Other -577 952 -4,708 1,561 

Subtotal 547 -18 20,211 - 1,208 

Less: 

Government’s holding of unmatured debt 38 63 863 853 

Total unmatured debt transactions 585 45 21,074 -355 


Note: Unmatured debt payable in foreign currencies is now included as part of unmatured debt transactions and not Foreign exchange 
transactions. This is consistent with the Annual Financial Report for 1995-96. 


Table 6 
Cash, unmatured debt and debt balances 


at October 31 
1995 1996 


(in millions of dollars) 


Cash balances at end of period 


In Canadian dollars 9,330 2,662 
In foreign currencies 153 e 
Total cash balance 9483 2,664 


Unmatured debt balance 
Payable in Canadian dollars 


Marketable bonds 246,030 268,118 
Canada Savings Bonds 28,849 29,606 
Treasury bills 167,700 149,800 
Other 3,548 3,47 
Subtotal 446,127 450,99 
Less: 

Government's holdings of unmatured debt 131 18 
Total 445,996 450,814 

Payable in foreign currencies 

Marketable bonds hE797, 9,514 
Notes and loans 0 1,87 
Canada bills 4,278 6,98 
Subtotal 16,075 18,378 . 
Less: | 

Government’s holdings of unmatured debt 0 

Total unmatured debt 462,071 469,192 | 
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Financial results for November 1996 


Deficit Declines $1.0 billion 
in November 1996 


The deficit in November 1996 was estimated at 
$0.6 billion, down $1.0 billion from November 
1995. The year-over-year improvement reflecte 
lower program spending (down $0.6 billion), 
lower public debt charges (down $0.3 billion) 
and higher budgetary revenues (up $0.2 billion). 


¢ The decline in program spending pnmarily 
reflected the impact of the restraint measures 
introduced in the 1994 and 1995 budgets. 


The decline in public debt charges was 
attributable to the impact of lower interest rates. 


Within budgetary revenues, higher personal 
income tax collections and employment insurance 
(E.I.) premiums were largely offset by lower 
Goods and Services Tax (GST) collections. The 
increase in E.J. premiums reflected developments 
in November 1995, as recoveries from the E.I. 
Account due to overpayments relating to taxation 
year 1994 dampened net collections in that 
month. The decline in GST collections was due 
to lower gross receipts and an increase in refunds 
and rebates. The reclassification of the 

Air Transport Tax from program spending to 
budgetary revenues, effective April 1996, 
accounted for most of the increase in other 
excise taxes and duties. 


Deficit for April 1996 to November 1996 
down by $11.1 billion 


Over the April to November period, the deficit, 
at $8.1 billion, was $11.1 billion lower than in 
the same period in 1995-96. 


¢ Budgetary revenues were up $6.0 billion or 


7.4 per cent, on a year-over-year basis. This 
increase in collections reflected strong growth 

in income taxes (up 8.3 per cent, or $4.0 billion), 
largely due to higher personal income taxes paid 
on filing pertaining to the 1995 taxation year and 
the timing of corporate income tax receipts, and 
higher non-tax revenues (up $1.9 billion), 
primarily reflecting the gross proceeds from the 
sale of the Air Navigation System. Excise taxes 
and duties, which include the GST, were up 

3.3 per cent or $0.5 billion. Most of this increase 
was due to the reclassification of 

the Air Transport Tax to budgetary revenues. 
Employment insurance contributions declined 
(down 3.3 per cent), due to lower premium rates 
in 1996 and the lowering of the applicable 
eamings base on which premiums are calculated. 


Program spending declined by $4.1 billion or 
5.8 per cent. The decline in program spending 
primarily reflected the impact of the restraint 
measures introduced in the 1994 and 1995 
budgets. However, part of the decline to date 
was also due to timing factors, including the 
manner in which certain restraint measures 
are being implemented. 


Public debt charges were down $1.0 billion, or 
3.3 per cent. Fiscal restraint by the federal and 
provincial governments and continued low 
inflation have provided the necessary conditions 
for interest rates to come down. 


¢ The results to date cannot be used to extrapolate 


what the deficit outcome will be for the year as 

a whole, as part of the improvement to date is 
attributable to developments unique to the first 
quarter of 1996-97 and the manner in which 
certain restraint and asset sale measures are being 
implemented. However, the deficit results to date 
clearly suggest that the deficit target for 1996-97 
will be met and possibly bettered. 
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Table 5 
Foreign exchange and unmatured debt transactions 


November April to November 
1995 1996 1995-96 1996-97 


(in millions of dollars) 


Foreign exchange transactions 


Net international reserves -791 -2,653 -168 -3,780 
Unmatured debt transactions 
Marketable bonds 900 6,643 25,106 21,996 
Canada Savings Bonds 3,680 5,057 1,143 53235 
Treasury bills -3,800 -7,800 -550 -24,100 
Other 379 427 -4,327 1,989 
Subtotal 1,159 Asli] 213372 3,120 
Less: 
Governments holding of unmatured debt -1,346 -1,308 -483 -455 
Total unmatured debt transactions -187 3,019 20,889 2,665 


Note: Unmatured debt payable in foreign currencies is now included as part of unmatured debt transactions and not Foreign exchange 
transactions. This is consistent with the Annual Financial Report for 1995-96. 


Table 6 
Cash, unmatured debt and debt balances 


at November 30 
1995 1996 


(in millions of dollars) 


Cash balances at end of period 


In Canadian dollars 7,205 3,659 
In foreign currencies 971 15 
Total cash balance 8,176 3,674 


Unmatured debt balance 
Payable in Canadian dollars 


Marketable bonds 247,630 272,018 
Canada Savings Bonds 32520 34,663 
Treasury bills 163,900 142,000 
Other 4,079 3,786 
Subtotal 448,138 452,467 
Less: 
Government’s holdings of unmatured debt 1,477 1,490 
Total 446,661 450,977 
Payable in foreign currencies 
Marketable bonds 11,097 12,257 
Notes and loans 0 2,079 
Canada bills 4,127 6,897 
Subtotal 15,224 21239 
Less: 
Government’s holdings of unmatured debt 0 . 0 
Total unmatured debt é 461,885 472,210 
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than assumed at the time of the 1996 budget. As a result, public debt charges are expected to be 
$2.3 billion lower than projected in the March 1996 budget. This, in combination with strict control 
over program spending, has meant that the Contingency Reserve will not be required for 1996-97 — 
the third consecutive year in which this has occurred. 
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Table 1 


Summary statement of transactions 


Budgetary transactions 
Revenues 
Program spending 


Operating surplus 
Public debt charges 


Deficit/surplus 
Non-budgetary transactions 


Financial requirements/source (excluding 
foreign exchange transactions) 


Foreign exchange transactions 
Total financial requirements/source 


Unmatured debt transactions 


1995 


12,946 
-8,764 


4,182 
-4,034 


148 


- 1,063 


-915 
1,457 
542 


oy eK 


December April to December 


1996 1995-96 1996-97 


(millions of dollars) 


14,173 94,562 101,830 
-8,344 -78,457 -73,961 
SEPA! 16,105 27,869 
-3,638 -35,216 “35,195 
ZAG | -19,111 -5,926 
-1,369 3,758 2,994 
822 -15,353 -2,932 
es) 1,288 -2,206 
25395 -14,065 -5,138 
-914 195555 eyo 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Budgetary revenues up 


On a year-over-year basis, budgetary revenues 

over the April 1996 to December 1996 period 
increased by $7.3 billion (7.7 per cent). However, as 
explained below, about 60 per cent of this increase 
was attributable to special factors, which overstate 
the underlying trend in budgetary revenues and the 
impact on the deficit outcome for the year as a whole. 


Personal income tax collections were up 7 per cent, 
or $3.2 billion. Over half this increase relates to 
higher taxes paid on filing, net of refunds, and 
quarterly installment payments — which were up 
about 20 per cent. In contrast, deductions from 
employment income, up about 2 percent from last | 
year, closely mirror the developments in employment — 
and earnings. Taxes paid on filing in the current fiscal : 
year pertain to developments affecting the 1995 
taxation year. The sharp increase in quarterly 
installment payments was largely due to more 
taxpayers being required to make installments on 
income not subject to withholding in 1996 thanin | 
1995. Again, this is largely based on 1995 taxation 
year liabilities and could result in lower collections 
when individuals file their 1996 tax returns. 
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Table 2 
Budgetary revenues 
December April to December 
Per cent 
1995 1996 1995-96 1996-97 change 
(millions of dollars) (%) 
Income taxes 
Personal income tax 6,681 7,146 46,465 49,713 7.0 
Corporate income tax 1,411 1,478 8,760 9,859 5 
Other 148 UE) 1,404 1,728 B31 
Total income tax 8,240 8,877 56,629 61,300 8.2 
Employment insurance contributions 1,340 1,554 14,320 14,105 -1.5 
Excise taxes and duties 
Goods and services tax 1,463 2,113 11,643 12,360 6.2 
Customs import duties 261 211 2,179 1,874 -14.0 
Other excise taxes/duties 679 604 5,300 5,960 125 
Total excise taxes and duties 2,403 2,928 19,122 20,194 5.6 
Total tax revenue 11,983 13,359 90,071 95,599 6.1 
Non-tax revenue 963 814 4,491 0231 38.7 
Total budgetary revenues 12,946 14,173 94,562 101,830 he] 


| Corporate income tax collections are running 
well above last year’s level. However, most of 
this increase reflects timing factors relating to 
the monthly tax remittance procedures for 
corporations. Corporations are required to file 
monthly installments, based on either last year’s tax 
liability or their current year’s estimated tax liability. 
Corporations have 60 days after their year end to file 
‘their tax return, with any amounts outstanding. As a 
‘result, over 30 per cent of corporate income tax 
collections are received in the months of February 
and March. Monthly installments during 1995-96 
were based on 1994 tax liabilities. But liabilities for 
taxation year 1995 were substantially higher than 
those in 1994, with the result that installments during 
| 1995-96 significantly understated the tax liability for 
the year as a whole. Collections in the settlement 
period (February and March) of 1995-96 were up 
34 per cent over the previous year’s settlement 
period. During the current fiscal year, installment 
|payments are estimated to be more in line with final 
tax liabilities, as profits in 1996 are up only slightly 
‘from 1995. Therefore, the settlement period 
‘collections in the current fiscal year are not expected 


to be as large as those experienced in 1995-96. 
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The decline in employment insurance premiums was 
largely due to lower premium rates and the lowering 
of the applicable earnings base on which premiums 
are calculated. 


Total excise taxes and duties were up $1.1 billion, or 
5.6 per cent: 


* Half this increase was due to the reclassification 
of the air transport tax from an offset to program 
spending to budgetary revenues, effective April 1, 
1996. Although this reclassification affects both 
revenues and program spending, the budgetary 
deficit is unaffected by this change. 


e Net goods and services tax (GST) collections 
were up 6.2 per cent, or $0.7 billion, on a year- 
over-year basis. Over half this increase occurred in 
April 1996, reflecting abnormally low collections 
in April 1995, rather than strength in collections 
in April 1996. Timing factors also account for 
some remaining increase, as collections in 
December 1995 were affected by the slippage of 
some revenues into January 1996. Finally, refunds 
were abnormally low in December 1996. Given 
the growth in gross collections, refunds should be 
higher in future months, thereby dampening net 
collections accordingly. Excluding the impact of 
these factors, net collections to date would be little 
changed from last year. 


¢ Customs import duties declined 14.0 per cent, 
in part reflecting reductions in tariffs under the 
Canada-United States Free Trade Agreement. 


* Excluding the air transport tax, other excise taxes 
and duties were up only 2.5 per cent. 


The increase in non-tax revenues is more than 
accounted for by the inclusion of the second tranche 
of seignorage gains related to the introduction of the 
$2 coin (the first tranche was included in the final 
quarter of 1995-96) and the proceeds from the sale 
of the air navigation system. 


Budgetary expenditures down 


Over the period Apmil 1996 to December 1996, total 
budgetary expenditures, which include both public 
debt charges and program spending, were down 

5.2 per cent, or $5.9 billion. This decline was due to 


both lower public debt charges and program spending. 


Public debt charges were down $1.4 billion or 

4.0 per cent. This decline reflected lower interest 
rates, especially short-term rates. Fiscal restraint by 
federal and provincial governments and continued 
low inflation have provided the necessary conditions 
for interest rates to come down substantially. 


Program spending declined by $4.5 billion, or 

5.7 per cent, in the April 1996 to December 1996 
period, compared to the same period last year. This 
decline primarily reflects the impact of the 1994 and 
1995 budget measures to reduce and restructure 
federal government spending, affecting all major 
components of program spending. However, there 
are a number of other factors which affect the year- 
over-year decline to date. 


This is especially applicable with respect to the decline 
in transfers to other levels of government. In the 
February 1994 budget, provincial entitlements under 
the Canada Assistance Program (CAP) for 1995-96 
were frozen at their 1994-95 levels. As a result, 
monthly CAP payments during 1995-96 were 
concentrated in the first nine months of the year 

as payments were made until the provincial ceilings 
were reached. Effective 1996-97, as announced in 

the 1995 budget, CAP and Established Programs 
Financing (EPF) were replaced by a new block grant 
called the Canada Health and Social Transfer 
(CHST), with the cash portion paid in equal monthly 
installments. As a result, the year-over-year changes 
are affected by not only the restraint measures but also 
the manner in which transfers to the provinces are 
being made on a monthly basis. All the expected 
decline in CHST transfers for the fiscal year as a 
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Table 3 
Budgetary expenditures 
December April to December 
Per cen 
1995 1996 1995-96 1996-97 change 
(millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits es 1,809 15,203 16,136 2.8 
Employment insurance benefits 1,141 932 9,167 8,597 -6.2 
Veterans’ pensions/allowances 109 | Wy 1,039 LOW -2.1 
Total 33023 2853 25,909 2S. 1 50 -0.6 
Other levels of government 
Canada Health and Social Transfer 1,341 1,267 14,889 Po25 -23.9 
Fiscal transfers 804 WES 7,568 T2362 -2.7 
Alternative payments for standing programs -163 -166 -1,467 1515 ook 
Total 1,982 1,826 20,990 17,174 -18.2 
Other 
Agricultural subsidies 109 100 330 561 70.0 
Indian and Inuit programs 273 289 De) 2,766 1.0 
Regional development 54 73 BPP. 300 -6.8 
Science and technology 179 181 908 768 -15.4 
International assistance 114 143 1,091 1,108 1.6 
Other 467 466 35009 PAR -11.0 
Total 1,196 L252 9,069 8,778 -3.2 
Total transfers 6,201 5,931 55,968 516702 -7.6 
_ Payments to Crown corporations 
Canadian Broadcasting Corporation 77 58 857 707 -17.5 
Canada Mortgage and Housing Corporation 201 173 13393 15359 -2.4 
Other 123 134 1,095 949 -13.4 
Total 401 365 3,345 3,014 -9.9 
_ Operating and capital expenditures 
| Defence 747 810 6,931 6,453 -6.9 
_ All other departmental expenditures 1,415 15238 125215 P2192 4.7 
| » Total 2,162 2,048 19,144 19,245 0.5 
_ Total program expenditures 8,764 8,344 78,457 73,961 E57 
| Public debt charges 4,034 3,638 35,216 33,195 -4.0 


Total budgetary expenditures 1279S] L952 113,673 107,756 -5.2 
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The purpose of the Exchange Fund Account is to 
promote order and stability in the foreign exchange 
market. It fulfills this function by buying foreign 
exchange (selling Canadian dollars) when there is 
upward pressure on the value of the Canadian dollar 
and selling foreign exchange (buying Canadian 
dollars) when there is downward pressure on 

the currency. 


In the first nine months of 1996-97, foreign exchange 
transactions resulted in a net requirement of 

$2.2 billion, compared to a net source for funds 
amounting to $1.3 billion in the comparable period 
last year. 


As a result, total financial requirements, including 
foreign exchange transactions, were $5.1 billion to 
date in 1996-97, down $8.9 billion from the net 
requirement in the same period last year. 


To finance these requirements, the government borrows 
from the private credit markets and/or draws down its 
cash reserves. In the first nine months of 1996-97, the 


government’s cash requirements were met through a 
drawing-down of its cash balances ($3.4 billion) and 
borrowings from the private credit markets (unmatured 
debt transactions) of $1.8 billion. In the first nine 
months of 1995-96, net new borrowings amounted to 
$19.6 billion. 


The Debt Servicing and Reduction Account 


In June 1991, legislation to establish the Debt 
Servicing and Reduction Account (DSRA) received 
Royal Assent. As a result, effective April 1, 1991, all 
GST revenue net of the applicable input tax credits, 
rebates and the low-income credit, along with the net 
proceeds from the sale of Crown corporations and 
gifts to the Crown identified for debt reduction, must 
go directly to the DSRA. The funds in this account 
can only be used to pay the cost of servicing the 
public debt and ultimately to reduce the debt. 

The account is audited on an annual basis by 

the Auditor General of Canada. 


Table 7 
Debt Servicing and Reduction Account 
1991-92 1992-93 1993-94 1994-95 1995-96 
(millions of dollars) 
Gross GST collected 29,564 30,516 32,652 S6,715 38,048 
Less: 
Refunds and rebates L330 12,138 14,271 U2 18,874 
Quarterly low-income tax credit US 2,685 2,816 Zloe 
Net GST 15,168 14,868 15,696 16,787 16,374 
GST penalties and interest received 71 90 129 135 
Gains from wind-up of interest in 
Crown corporations/disposal of 
shares in Crown corporations 110 Bye. 
Gifts to the Crown 0.1 0.2 0.5 0.3 
Proceeds to the DSRA 15,190 15,050 15,786 16,916 16,835 


Figures for 1991-92, 1992-93, 1993-94, 1994-95 and 1995-96 are from the Public Accounts of Canada. 
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Financial results for January 199°] 


Deficit declines $0.4 billion 
in January 1997 


The deficit in January 1997 was estimated a 

$1.4 billion, down $0.4 billion from January 1996 
The year-over-year improvement reflected higher 
budgetary revenue (up $0.3 billion) and lower 
public debt charges (down $0.2 billion). 


* Most of the increase in budgetary revenues was 
attributable to higher employment insurance (EI 
premiums, reflecting the impact of changes to the 
base on which premiums are levied — from weekly 
maximum insurable earnings to annual maximum 
insurable earnings. This results in a one-time 
increase in receipts from EI premiums in the final 
quarter of 1996-97. This change, however, does no 
affect the annual amount of premiums paid. The 
decline in personal income tax revenues primarily 
reflected recoveries, in January 1996, from both 
EI and Canada Pension Plan accounts for 
overpayments relating to taxation 1994. There 
were no such recoveries in January 1997. The 
decline in goods and service tax (GST) collections 
was attributable to higher refunds. The increase 
in other excise taxes and duties was attributable 
to the timing of receipts, as well as the 
reclassification of the air transport tax, effective 
April 1996, to budgetary revenues from an offset 
to program spending. 


* The decline in public debt charges was attributabl 
to the impact of lower interest rates. 


¢ Program spending was up slightly, reflecting the 
timing of payments and the reclassification of 
the air transport tax from an offset to program 
spending to budgetary revenues. 


Deficit for April 1996 to January 1997 
down by $13.6 billion 
Over the April to January period, the deficit, at 


$7.3 billion, was $13.6 billion lower than in the 
same period in 1995-96. 
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* Budgetary revenues were up $7.6 billion or 


7.2 per cent, on a year-over-year basis. This increas 
in collections reflected higher income taxes 

(up 6.6 per cent, or $4.2 billion) and non-tax revenue 
(up $1.5 billion), the latter primarily reflecting th 
gross proceeds from the sale of the Air Navigation 
System. Excise taxes and duties, which include the 
GST, were up 5.9 per cent or $1.2 billion. About half 
of this increase was due to the reclassification of the 
air transport tax to budgetary revenues. Employment 
insurance contributions were up 3.8 per cent, as the 
acceleration in payments, coupled with the impact of 
repayments last year more than offset the effect of 
lower premium rates in 1996 and 1997 and the 
lowering of the applicable earnings base on which 
premiums are calculated. 


Program spending declined by $4.5 billion 

or 5.1 per cent. The decline in program spending 
primarily reflected the impact of the restraint measure 
introduced in the 1994 and 1995 budgets. However, 
part of the decline to date was also due to timing 
factors, including the manner in which certain restrain 
measures are being implemented. This is especially 
applicable to the decline in transfers to other levels of 
government. Under the Canada Health and Social 
Transfer (CHST), cash payments are being made in 
equal monthly installments. In 1995-96, cash payments 
under the programs replaced by the CHST were 
concentrated in the first nine months of the fiscal year. 


Public debt charges were down $1.6 billion, 

or 4.1 per cent. Fiscal restraint by the federal and 
provincial governments and continued low inflation 
have provided the necessary conditions for interest 
rates to come down. 


As noted in the February 1997 budget, the deficit 

for 1996-97 is not expected to be any higher than 
$19.0 billion. This is down $5.3 billion from the 
original deficit target of $24.3 billion. The financial 
results to the end of January 1997 are consistent with 
this revised deficit outcome. 
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Table 


Summary statement of financial transactions! 


January April to January 
1996 1997 1995-96 1996-97 


(in millions of dollars) 


Budgetary transactions 


Revenues 10,854 Pigt53 105,416 112,983 

Program spending -8,952 -8,982 -87,407 -82,943 

Operating balance 1,902 2,171 18,009 30,040 

Public debt charges -3,761 -3,586 -38,978 -37,381 

Deficit -1,859 -1,415 -20,969 -7,341 
Non-budgetary transactions 2,140 25599 5,899 5,549 
Financial requirements (excluding 

foreign exchange transactions) 281 1,140 -15,070 -1,792 
Foreign exchange transactions -3,792 -2,788 -2,504 -4,994 
Financial requirements -3,511 -1,648 -17,574 -6,786 
Unmatured debt transactions -795 -1,431 18,761 ee) 
Change in cash balances -4,306 -3,079 1,187 -6,467 


Note: Data compiled by the Receiver General of Canada. 
! (+) indicates a source of funds, while (-) indicates a requirement for funds. 


Table 2 


Detailed statement of budgetary transactions — Revenues 


January April to January | 
1996 1997 1995-96 1996-97 


(in millions of dollars) | 


Income taxes 


Personal income tax 5,747 S257 52212 54,970 | 
Corporate income tax 1,364 1,334 10,123 11,193 | 
Other income tax revenue 227 301 1,630 2,029 
Total income tax 7,338 6,892 63,965 68,192 | 
Employment insurance contributions 1226 2,038 15,546 16,143 ) 
Excise taxes and duties i 
Goods and services tax 1,100 924 12,743 13,284 
Customs import duties 157 221 Zod, 2,095 
Sales and excise taxes 523 705s 5,823 6,757 
Total excise taxes/duties  - 1,780 1,940 20,903 22,136 
Total tax revenues 10,344 10,870 100,414 106,471 | 
Non-tax revenues 510 283 5,002 6,512 | 


Total budgetary revenues 10,854 LES 1S3 105,416 112,983 
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Table 3 
Detailed statement of budgetary transactions — Expenditures 
January April to January 
1996 Meee 1995-96 1996-97 


(in millions of dollars) 


Transfer payments to: 


Persons 
Elderly benefits 1765 1,798 17,468 17,935 
Employment insurance benefits 1,508 1,446 10,675 10,042 
Other 119 119 1,158 1,136 
Total 3,392 35903 29,501 2 OTS 
Other levels of government 
Canada Health and Social Transfer S21 1,267 16,209 12,592 
Fiscal transfers 761 p22 8,329 8,084 
Alternative Payments for Standing Programs -163 -166 -1,630 -1,679 
Total LO19 1,823 22,908 18,997 
Other 
Agricultural subsidies 109 17 439 678 
Indian and Inuit programs 177 231 2 LO Pepe pe) 
Regional development 95 68 417 368 
Science and technology 57 54 964 822 
International assistance 173 og 1,263 1,258 
Other 329 611 4,208 3,886 
Total 1,140 232 10,207 10,00 
Total transfers 6,451 6,418 62,416 58,119 
Payments to Crown corporations 394 381 35739 3,395 
Operating and capital expenditures 
Defence 811 789 7,742 7,242 
Ail other departmental expenditures 1,296 1,394 is eey tO) 14,187 
Total 2107, HN e098) Zee 52 21,429 
Total program expenditures 8,952 8,982 87,407 82,943 
Public debt charges 3,761 3,586 38,978 37,381 
Total budgetary expenditures 2s 12,568 126,385 120,324 
‘Table 4 
_Non-budgetary transactions 
January April to January 
| 1996 1997 1995-96 1996-97 


(in millions of dollars) 
Loans, investments and advances 


Crown corporations 398 -16 3,408 855 
Other 28 4 -187 -406 
Total 426 -12 3221 449 

| Specified purpose accounts 

_ Canada Pension Plan Account -655 -445 -814 -858 
Superannuation accounts -150 -183 6,071 6,413 
Other 76 3 203 298 
Total -729 -535 5,460 5,85 

| Other transactions 2,443 3,102 -2,782 -153 


| Total non-budgetary transactions 2,140 pasa S029 5,549 
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Table 5 
Foreign exchange and unmatured debt transactions 


January April to January 
1996 Wot 9 1995-96 1996-97 
(in millions of dollars) 
Foreign exchange transactions 
Net international reserves -3,792 -2,788 -2,504 -4,994 
Unmatured debt transactions 
Marketable bonds 2,100 2,700 29,656 30,803 
Canada Savings Bonds -354 -222 619 2,740 
Treasury bills -2,500 -4,050 -6,850 -34,950 
Other -147 -24 -4,489 1,904 
Subtotal -901 -1,596 18,936 49 
Less: 
Government’s holding of unmatured debt 165 -175 -178 
Total unmatured debt transactions -1,431 18,761 319 


Note: Unmatured debt payable in foreign currencies is now included as part of unmatured debt transactions and not foreign exchange 
transactions. This is consistent with the Annual Financial Report for 1995-96. 


Table 6 
Cash, unmatured debt and debt balances 
at January 31 
1996 1997 
(in millions of dollars) 
Cash balances at end of period 
In Canadian dollars 3,032 2,042 
In foreign currencies 47 34 
Total cash balance 3,079 2,076 
Unmatured debt balance 
Payable in Canadian dollars 
Marketable bonds 252,180 280,825 
Canada Savings Bonds 32,005 34,168 
Treasury bills 157,600 131, 156 
Other 4,011 3,78 
Subtotal 445,796 449,92 
Less: 
Government’s holdings of unmatured debt 1,169 1,212 
Total 444.627 448,716 
Payable in foreign currencies 
Marketable bonds 11,097 12,257 
Notes and loans 0 2,09 
Canada bills 4,034 6,79 
Subtotal 13,434 21,15] 
Less: 
Government’s holdings of unmatured debt 0 0 
Total unmatured debt 459,758 469,867 


Note: Numbers in this newsletter may not add due to rounding. 
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Financial results for February 1997 


Deficit declines $1.8 billion 
in February 1997 


The deficit in February 1997 was estimated 

at $0.5 billion, down $1.8 billion from 

February 1996. The year-over-year improvement 
primarily reflected higher budgetary revenue 

(up $1.4 billion) and lower program spending 
(down $0.3 billion) and public debt charges 
(down $0.1 billion). 


Most of the increase in budgetary revenues 
reflected the timing of receipts and 
one-time factors. 


¢ Personal income tax collections were up 
$0.7 billion, primarily due to the timing of 
receipts between February 1997 and 
March 1997. 


* Goods and services tax collections were up 
$0.2 billion, as refunds are lagging behind the 
growth in gross collections. The increase in 
other excise taxes and duties ($0.1 billion) 
was attributable to the reclassification of the 
air transport tax, effective April 1996, to 
budgetary revenues from an offset to program 
spending. This change has no effect on the 
deficit as it raises revenues and spending by 
an equivalent amount. 


-¢ Employment insurance (EI) premiums were 
up ($0.3 billion), largely due to the impact 
of changes to the base on which premiums 
are levied. 


The decline in program spending was spread 
throughout most major components, primarily 
reflecting the impact of the 1994 and 1995 budget 


measures. Defence spending was up somewhat, 
reflecting the timing of payments. 


The decline in public debt charges was attributable 
to the impact of lower interest rates. 


Deficit for April 1996 to February 1997 
down by $15.5 billion 


Over the April 1996 to February 1997 period, the 
deficit, at $7.8 billion, was $15.5 billion lower 
than in the same period in 1995-96. 


Budgetary revenues were up $9.0 billion or 

7.7 per cent, on a year-over-year basis. However, 
about $5 billion of the $9 billion increase in 
budgetary revenues was attributable to one-time 
factors, with the result that the underlying 
year-over-year increase in revenues is about 

3.5 per cent. This increase is in line with the 1996 
increase in nominal income of 2.8 per cent. 


¢ Personal income tax collections were up 
6.1 per cent or $3.5 billion. Half of this increase 
relates to taxes paid on filing, net of refunds, 
and quarterly installment payments. Taxes paid 
on filing in 1996-97 pertain to developments 
affecting the 1995 taxation year. The sharp 
increase in quarterly installment payments was 
largely due to more taxpayers being required to 
make tax installment payments on income not 
subject to withholding. In previous years, such 
tax liabilities would be remitted at the time of 
final tax filing. As such, the higher installment 
payments represent a one-time acceleration of 
taxes from 1997-98 into 1996-97. In contrast, 
deductions from employment income were up 
only about 2 per cent, in line with the growth 
in wages and salaries during 1996. 
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* Corporate income tax collections were up 


11.0 per cent, or $1.3 billion. However, most 
of this increase reflects timing factors relating 
to the monthly remittance procedures for 
corporations. Corporations are required to file 
monthly installments based on either last year’s 
tax liability or their current year’s estimated 
tax liability. Corporations have 60 days after 
their year end to file their tax return, with 

any amounts outstanding. As most large 
corporations’ taxation year corresponds to the 
calendar year, over 25 per cent of corporate 
income tax collections are received in the 
month of March. Although corporate tax 
liabilities for the year as a whole are expected 
to be about the same as in 1995, installment 
payments during the year were significantly 
higher than during 1995-96, thereby suggesting 
a lower March 1997 settlement period. 


Employment insurance premiums were up 

5.4 per cent, or $0.9 billion. This increase 

was attributable to changes to the base on 
which premiums are levied, from weekly 
maximum insurable earnings to annual 
maximum insurable earnings, effective 
January 1, 1997. This results in a one-time 
increase in receipts in the final quarter of 
1996-97. This change does not affect 

the amount paid by employees and employers 
for the calendar year as a whole. Those 
employees earnings up to the annual maximum 
insurable earnings are not affected, while those 
earning above the maximum will pay more of 
their premium liability earlier in the calendar 
year and less at the end. 


Goods and services tax collections were up 
4.9 per cent, or $0.7 billion. Over half of this 
increase occurred in April 1996, reflecting 
abnormally low collections in April 1995, 
rather than strength in collections in 1996. 
In addition, refunds are lagging behind the 
growth in gross collections, which could 
adversely affect net collections in months 

to come. 


¢ The increase in sales and excise taxes 
(up 16.2 per cent, or $1.0 billion) was largely 
attributable to a classification change related 
to the air transport tax. Prior to April 1996, 
receipts from this tax were netted against costs 
of running the airports and included as part 
of program spending. With the sale of the Air 
Navigation System, these receipts are now part 
of sales and excise taxes. Since this 
reclassification affects both revenues and 
program spending, the deficit is unaffected. 


¢ Non-tax revenues were up 23.5 per cent, or 
$1.3 billion. All of this increase is more than 
accounted for by the proceeds from the sale of 
the Air Navigation System and the inclusion of 
the second tranche of seignorage gains related 
to the introduction of the $2 coin (the first 
tranche was included in March 1996). 


Program spending declined by $4.8 billion or 
5.0 per cent. The decline in program spending 
primarily reflected the impact of the restraint 


measures introduced in the 1994 and 1995 budgets. 


¢ Major transfers to persons were down 
$0.3 billion, or 1.1 per cent. All of this decline 
was attributable to lower employment insurance 
benefits, primarily due to the impact of reform 
measures. Elderly benefit payments were up 
2.7 per cent: 


¢ Inthe February 1995 budget, the government 
announced a major restructuring of its transfers 
to the provinces, through the introduction of the 
Canada Health and Social Transfer (CHST). 
This block-funded transfer replaced the Canada 
Assistance Plan and Established Programs 
Financing programs. In order to give provinces 
time to plan for these changes, total 
entitlements, including both tax points and 
cash transfers — the most appropriate measure 
of federal support — were not affected in 
1995-96. As a result, total entitkements under 
the CHST, equalization, and other transfers to 
provinces and territories increased by 
1.3 per cent in 1995-96. These entitlements, 
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however, were reduced by 7.7 per cent in 
1996-97. This is smaller than the reduction in 
cash transfers, which are down 16.1 per cent, 

or $4.0 billion to the end of February 1997, 
compared to the same period last year. The 
larger reduction in cash transfers is because the 
value of the tax point transfer — which makes up 
a large part of the entitlement — grows in line 
with the growth in the applicable tax basis. 

The tax point transfer involves the transfer of 
federal “tax room” to the provinces, and allows 
the provinces to increase their tax rates by an 
equivalent amount, with no impact on the 
taxpayer. The cash transfer, therefore, is the 
difference between the entitlement and an 
increasing value in the tax point transfer. Being 
the residual, the cash transfer, which affects 
program spending, is determined not only by the 
change in entitlements, but also by the growth 
in the value of the tax point transfer. 


- Excluding major transfers to persons and other 
levels of government, all other spending 
declined by $0.4 billion, or 1.0 per cent. 
Adjusting these results to remove the impact 
of the April 1996 reclassification of the air 
transport tax to budgetary revenues results in 
adecline of 2.6 per cent. This component 
includes subsidy and transfer payments, 
| payments to Crown corporations, and the 
operating and capital costs of departments, 
_ including defence. Unlike the reduction to 
entitlements to other levels of government, 
_ which took effect in 1996-97, this component 
_ of program spending declined by 10 per cent 
in 1995-96, reflecting the major reductions 


announced in the 1994 and 1995 budgets. 
With the major reductions to this compoment 
of spending coming earlier in the process, the 
rate of decline moderates in 1996-97. 


Public debt charges were down $1.7 billion, or 
4.0 per cent. Fiscal restraint by the federal and 
provincial governments and continued low 
inflation have provided the necessary conditions 
for interest rates to come down. 


Financial requirements, excluding foreign 
exchange transactions, provided the government 
with a net source of funds of about $1 billion to 
the end of February 1997. This was attributable 
to the improvement in the deficit and a somewhat 
higher net source of funds from non-budgetary 
transactions. Exchange fund transactions 
resulted in a net requirement of $5.5 billion, 
with the result that total financial requirements 
amounted to $4.5 billion, down $12.2 billion 
from the same period in 1995-96. This was 
financed through unmatured debt transactions 
of $0.8 billion and a drawing down of cash 
balances ($3.7 billion). 


The February 1997 budget stated that the deficit 
for 1996-97 would be no higher than $19 billion, 
down $5.3 billion from the original deficit target 
of $24.3 billion. The financial results to the end 
of February 1997 confirm that the final outcome 
will be below $19 billion. Still to come are 

the financial results for March 1997 and the 
end-of-year accounting period adjustments. 
Audited deficit results for 1996-97 will be 
available in the fall of 1997 with the release of 
the Annual Financial Report. 
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Table 5 


Foreign exchange and unmatured debt transactions 


February April to February 
1996 1997 1995-96 1996-97 


(in millions of dollars) 


Foreign exchange transactions 


Net international reserves 948 -472 -1,556 -5,466 
Unmatured debt transactions 
Marketable bonds -1,449 3,600 28,207 34,403 
Canada Savings Bonds -309 -405 309 Zoo 
Treasury bills 2,800 -2,750 -4,050 -37,700 
Other 479 -84 -4,010 1,820 
Subtotal 24 361 20,456 858 
Less: 
Government’s holding of unmatured debt 81 135 -94 -43 
Total unmatured debt transactions 1,602 496 20,362 Sis 


Note: Unmatured debt payable in foreign currencies is now included as part of unmatured debt transactions and not foreign exchange 
transactions. This is consistent with the Annual Financial Report for 1995-96. 


Table 6 
Cash, unmatured debt and debt balances 


at end of February 


1996 1997 
(in millions of dollars) 


Cash balances at end of period 


In Canadian dollars 5,298 4,862 
In foreign currencies 241 5 
Total cash balance 5,539 4,867 


Unmatured debt balance 
Payable in Canadian dollars 


Marketable bonds 252,062 284,425 
Canada Savings Bonds 31,696 33,163 
Treasury bills 160,400 128,400 
Other 3,479 3,469 
Subtotal 447,637 450,057 
Less: 

Government’s holdings of unmatured debt 1,088 1,076 
Total 446,549 448,981 

Payable in foreign currencies 

Marketable bonds 9,698 12,259 
Notes and loans 0 2,099 
Canada bills 5,045 7,026 
Subtotal 14,743 21,382 
Less: 

Government’s holdings of unmatured debt 0 0 | 


Total unmatured debt 461,292 470,363 


Note: Numbers in this newsletter may not add due to rounding. 
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Table 1 


Summary statement of financial transactions! 


February April to February 
1996 Loo 7 1995-96 1996-97 


(in millions of dollars) 


Budgetary transactions 


Revenues 10,509 11,906 115,925 124,889 
Program spending -9,134 -8,820 -96,542 -91,764 
Operating balance 375 3,086 19,383 Sole 
Public debt charges -3,686 ere | -42,664 -40,952 
Deficit -2,311 -485 -23,281 -7,827 
Non-budgetary transactions D2 See? 8,119 8,800 
Financial requirements (excluding 
foreign exchange transactions) -89 2109 -15,162 973 
Foreign exchange transactions 948 -472 -1,556 -5,466 
_ Financial requirements 859 Vip) -16,718 -4,493 
-~ Unmatured debt transactions 1,602 496 20,362 815 
_ Change in cash balances 2,461 2,791 3,644 -3,676 


Note: Data compiled by the Receiver General of Canada. 
1 (+) indicates a source of funds, while (-) indicates a requirement for funds. 


im lable 2 


Detailed statement of budgetary transactions — Revenues 


February April to February 
1996 1997 1995-96 1996-97 


(in millions of dollars) 


_ Income taxes 


Personal income tax 4,561 Do DOM 60,226 
Corporate income tax 1,566 1,778 11,689 12,971 
Other income tax revenue 148 246 1,779 DOTS 
Total income tax 6,275 7,281 70,241 TG! 
| Employment insurance contributions 1,468 OK 17,014 17,934 
_ Excise taxes and duties 
Goods and services tax 1453 1,609 14,197 14,893 
Customs import duties 192 204 2,528 Digg ete) 
Sales and excise taxes Sul 676 6,394 ES 
Total excise taxes/duties 2.216 2,489 23,119 24,624 
Total tax revenues 9,959 11,561 110,374 118,030 
_ Non-tax revenues 550 345 5 S551 6,859 


_ Total budgetary revenues 10,509 11,906 L925 124,889 
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Table 3 


Detailed statement of budgetary transactions — Expenditures 


February 


1997 


April to February 


1995-96 


1996-97 


Transfer payments to: 
Persons 


(in millions of dollars) 


Elderly benefits oy be 19,242 19,754 
Employment insurance benefits [133 12,037 11,196 
Total pay) 34,510 34,700 
Other levels of government 
Canada Health and Social Transfer GA 17,545 13,860 
Fiscal transfers 788 9,164 8,872 
Alternative Payments for Standing Programs -166 -1,793 -1,845 
Total 1,889 24,916 20,887 
Other 
Agricultural subsidies 136 545 814 
Indian and Inuit programs 210 3,126 3,207 
Regional development 58 520 426 
Science and technology 141 Nie 963 
International assistance 192 1,505 1,451 
Veterans pensions and allowances 114 27) 1,250 
Other (ey 74699 4,540 
Total 1,505 29 12,649 
Total transfers 6,346 68,974 64,468 
Payments to Crown corporations 314 4,167 3,709 
Operating and capital expenditures 
Defence 782 8,491 8,024 
All other departmental expenditures 1,378 14,910 15,563 
Total 2,160 23,401 23,588 
Total program expenditures 8,820 96,542 91,764 
Public debt charges Bel 42,664 40,952 
Total budgetary expenditures 12,391 139,206 132,716 
Table 4 
Non-budgetary transactions 
February April to February | 
1997 1995-96 1996-97 | 
(in millions of dollars) | 
Loans, investments and advances 
Crown corporations 23 33090 878 
Other -5 De 20 _ 4g 
Total 18 3,299 467 | 
Specified purpose accounts 
Canada Pension Plan Account 509 -181 -350 
Superannuation accounts -232 BR ee) 6,181 
Other 143 296 441 
Total 420 5,950 6,272 
Other transactions OES 14 =1,130 2,061 
Total non-budgetary transactions ese 8,800 


_* The deficit impact of these “end-of-year accounting” adjustments over the last three fiscal years has ranged 
from $4 billion to $64 billion. 


© The results to the end of March 1997 suggest that the deficit for the year as a whole will be no higher than 
$16 billion. 


The final audited financial results will be available in the Annual Financial Report, scheduled for release 
in the fall of 1997. 
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Table 1 


Summary statement of transactions 


Budgetary transactions 
Revenues 
Program spending 


Operating surplus 
Public debt charges 


Deficit/surplus 
Non-budgetary transactions 


Financial requirements/source (excluding 
foreign exchange transactions) 


Foreign exchange transactions 
Total financial requirements 


Unmatured debt transactions 


1996 


12,507 
-9,696 


2,811 
3.79 1 


-1,180 


-586 


-1,766 
-3,182 
-4,948 


8,168 


March April to March 
1997 1995-96 1996-97 
(millions of dollars) 
12,422 128,432 13f3i2 
-10,434 -106,239 -102,198 
1,988 22,193 35,114 
-3,798 -46,654 -44,750 
-1,810 -24,461 -9,636 
1,967 Looe 10,768 
157 - 16,929 1,132 
-2,058 -4,738 -7,524 
-1,901 -21,667 -6,392 
O377 28,090 7,192 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Budgetary revenues up $8.9 billion 


Over the April 1996 to March 1997 period, budgetary 
revenues were up $8.9 billion or 6.9 per cent, on a 
year-over-year basis. However, more than half of this 
increase was attributable to one-time factors, with 

the result that the underlying year-over-year increase in 
revenues is about 3 per cent. This increase is in line with 
the 1996 increase in nominal income of 2.8 per cent. 


Personal income tax collections were up 4.6 per cent 
or $2.8 billion. Over half of this increase relates to 
taxes paid on filing and quarterly installment 
payments. Taxes paid on filing in 1996-97 pertain to 
developments affecting the 1995 taxation year. The 
sharp increase in quarterly installment payments was 
largely due to more taxpayers being required to make 
tax installment payments on income not subject to 
withholding. In previous years, such tax liabilities 
would be remitted at the time of final tax filing. As 
such, the higher installment payments represent a one- 
time acceleration of taxes from 1997-98 into 1996-97. 
Partially offsetting the impact of these factors were 
higher refunds processed in March 1997 relating to 
the 1996 taxation year, resulting from higher average 
refunds rather than more returns being processed. In 
contrast, deductions from employment income were 
up only about 2 per cent, in line with the growth in 
wages and salaries during 1996. 
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Table 2 
Budgetary revenues 
March April to March 
Per cent 
1996 L997 1995-96 1996-97 change 
(millions of dollars) (%) 
Income taxes 
Personal income tax 3,650 2,948 60,423 63,175 4.6 
Corporate income tax 3,459 3151 15,148 16,102 6.3 
Other 150 175 1,928 2,120 0.7 
Total income tax 7,259 6,254 77,499 81,726 55 
Employment insurance premiums 1,466 1,866 18,480 19,800 ed 
Excise taxes and duties 
Goods and services tax 1,014 1,765 S244 16,658 9.5 
Customs import duties 276 204 2,805 2,503 -10.8 
Other excise taxes/duties 702 595 7,095 8,028 13.2 
Total excise taxes and duties 1,992 2,564 2 Ul 27,189 8.3 
Total tax revenues L079 17 10,684 121,090 128,715 6.3 
Non-tax revenues 1,790 1,738 7,342 8,597 7A 
Total budgetary revenues 12507 12.422 128,432 137,312 6.9 


* Corporate income tax collections were up 6.3 per cent, 

or $1.0 billion. About 25 per cent of net collections are 
received in March, given the remittance regulations for 
large corporations. Although March 1997 collections 
were only marginally lower than those reported in 
March 1996, the high monthly installment payments 
during 1996-97 resulted in an increase in net 
collections for the year as whole. The growth in net 
collections to date significantly exceeded the reported 
growth in corporate tax liabilities which, for 1996, 
was about the same as in 1995. 


'* Employment insurance premiums were up 
7.1 per cent, or $1.3 billion. However, most of 
this increase was attributable to changes to the base 
on which premiums are levied, from weekly maximum 
insurable earnings to annual maximum insurable 
earnings, effective January 1, 1997. This results in a 
one-time increase of about $1 billion in receipts in the 
final quarter of 1996-97. This change does not affect 
the amount paid by employees and employers for the 
calendar year as a whole. Those employees earning 
up to the annual maximum insurable earnings are not 
affected, while those earning above the maximum 
will pay more of their premium liability earlier in the 
calendar year and less at the end. 


* Net GST collections were up 9.5 per cent, or 
$1.4 billion. Over half of this increase occurred in 
March 1997, primarily reflecting the timing of gross 
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receipts. The remittance date for filing is the last day 
of the month or the first working date following a 
holiday. In March 1996, the filing date fell on a 
Sunday, with the result that a large portion of the 
March 1996 collections were received in early 

April 1996 and recorded in the 1995-96 end-of-year 
accounting period. Although the filing date fell on 
Easter Monday this year, most financial institutions 
were open, such that collections were received on that 
day. As a result, net collections were up 74 per cent in 
March 1997 compared to March 1996. Once the end- 
of-year accounting periods are included, the annual 
growth in GST collections should be more in line with 
the growth in domestic demand of about 3 per cent. 


¢ The increase in sales and excise taxes (up 
13.2 per cent, or $0.9 billion) was largely attributable 
to a classification change related to the air transport 
tax. Prior to April 1996, receipts from this tax were 
netted against costs of running the airports and netted 
against program spending. With the sale of the air 
navigation system, these receipts are now part of sales 
and excise taxes. Since this reclassification affects 
both revenues and program spending, the deficit is 
unaffected by this change. 


¢ Non-tax revenues were up 17.1 per cent, or 
$1.3 billion. However, this increase is more than 
accounted for by the net proceeds from the sale 
of the air navigation system. 


Budgetary expenditures down $5.9 billion 


Over the April 1996 to March 1997 period, total 
budgetary expenditures, which include both public debt 
charges and program spending, were down $5.9 billion, 
or 3.9 per cent. This decline was due to both lower public 
debt charges and lower program spending. 


Public debt charges down $1.9 billion 


Public debt charges were down $1.9 billion or 

4.1 per cent. This decline reflected lower interest rates, 
especially short-term rates. Fiscal restraint by federal and 
provincial governments and continued low inflation have 
provided the necessary conditions for interest rates to 
come down. 


Program spending down $4.0 billion 


Program spending declined by $4.0 billion, or 
3.8 per cent in the April 1996 to March 1997 period, 
compared to the same period last year. This decline 
primarily reflects the impact of the 1994 and 1995 budget 
measures to reduce and restructure federal government 
spending, affecting all major components of 
program spending. 
* Major transfers to persons (elderly and employment 
insurance benefits) were down $0.5 billion or 
1.5 per cent. All of this decline was due to lower 
employment insurance benefits, primarily due to the 
impact of reform measures. Elderly benefits were 


up 2.7 per cent, reflecting increases in the number 
of people receiving benefits and increases in the 
average benefit, which is fully indexed to changes 
in the consumer price index. 


In the February 1995 budget, the government 
announced that, on April 1, 1996, the Canada Health 
and Social Transfer (CHST) would replace the Canada 
Assistance Plan and Established Programs Financing. 
In order to give provinces time to plan for these 
changes, total entitlements — the most appropriate 
measure of federal support — were largely unaffected 
in 1995-96. As a result, total entitlements under the 
CHST, equalization and other transfers to provinces 
and territories increased by 1.3 per cent in 1995-96. 
In 1996-97, total transfer entitlements were reduced 
by 7.7 per cent in 1996-97. It is important to note that 
transfers are delivered to provincial governments in 
two fashions — tax transfers and cash transfers. The 
tax transfer component represents the value of 

“tax room” which the federal government made 
available to provincial governments by reducing 
federal tax rates so that provinces could increase 

their tax rates by an equivalent amount, with no 
impact on the taxpayer. The value of the tax transfer 
component continued to increase at a relatively rapid 
5.1-per-cent rate in 1996-97, reflecting the growth in 
the applicable tax bases. To the end of March 1997, 
the cash transfer, which is the difference between the 
total entitlement and an increasing value in the tax 
point transfer, consequently declined by 16.7 per cent. 
This decline overstates the decline expected for the 
fiscal year as a whole. In 1995-96, payments under the 
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Table 3 
Budgetary expenditures 
March April to March 
Per cent 
1996 1297 1995-96 1996-97 change 
(millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,781 1,841 21,023 21,594 Deg 
Employment insurance benefits 1,403 1176 13,441 12,352 -8.1 
Total 3,184 3,017 34,464 33,946 <i 
Other levels of government 
Canada Health and Social Transfer 1,169 1,051 18,713 14,911 -20.3 
Fiscal transfers 1,000 661 10,164 S533 -6.2 
Alternative payments for standing programs -163 -167 -1,956 -2,012 2.8 
Total 2,006 1,545 26,921 22,432 -16.7 
Subsidies and other transfers 
Agricultural subsidies 25 90 670 904 34.9 
Indian and Inuit programs 188 162 3,314 35309 edi 
Regional development OF 126 611 apyA -9.7 
Science and technology 173 143 1,286 1,106 -14.0 
International assistance 275 316 1,781 |e fats: -1.5 
Veterans’ pensions/allowances 115 113 1,385 1,363 -1.6 
Other 502 2,074 5,200 6,615 PIED 
Total 1,469 Sh ies 14,246 15,673 10.0 
Total transfers 6,659 Tp8d 75,632 72,053 -4.7 
Payments to Crown corporations 
Canadian Broadcasting Corporation 2) 100 eal 907 -14.8 
Canada Mortgage and Housing Corporation 193 ee, 1,981 1,898 -4.2 
Other 167 108 1,448 hee) -15.8 
Total 433 405 4,600 4,115 -10.5 
Operating and capital expenditures 
Defence 871 687 9,362 8,712 -6.9 
All other departmental expenditures 135 els: 16,645 17,318 4.0 
Total 2,604 2,442 26,007 26,030 0.1 
‘Total program expenditures 9,696 10,434 106,239 102,198 3.8 
Public debt charges 3,991 3,798 46,654 __-44,750 -4.1 


} 


Total budgetary expenditures 13,687 14,232 152,893 146,948 -3.9 
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Non-budgetary transactions in the April 1996 to March 
1997 period resulted in a net source of funds amounting 
to $10.8 billion, compared to a net source of $7.5 billion 
recorded in the corresponding period of 1995-96. The 
results to date were affected by extraordinary receipts. 
Final installment payments relating to the 1995 sale of 
Canadian National Railways and shares in Petro Canada 
resulted in the receipt of about $2 billion in 1996-97. 
Under the government’s accounting principles, the deficit 
impact of these sales was recorded in 1995-96, when the 
sales occurred. These final installment payments, 
therefore, had no impact on the 1996-97 deficit but 
provided additional cash in 1996-97. 


With a deficit of $9.6 billion and a net source of funds 
from non-budgetary transactions of $10.8 billion, there 
was a net financial source (surplus), excluding foreign 
exchange transactions, of $1.1 billion, compared to a net 
requirement of $16.9 billion in 1995-96. This is the first 
net financial source (surplus) since 1969-70. However, 
as noted above, there were a number of special one-time 
factors, which impacted favourably on the deficit and 
non-budgetary transactions during 1996-97. 


The purpose of the Exchange Fund Account is to promote 
order and stability in the foreign exchange market. It 
fulfills this function by buying foreign exchange (selling 
Canadian dollars) when there is upward pressure on the 
value of the Canadian dollar and selling foreign exchange 
(buying Canadian dollars) when there is downward 


Table 7 
Debt Servicing and Reduction Account (DSRA) 


pressure on the currency. In 1996-97, foreign exchange 
transactions resulted in a net requirement of $7.5 billion, 
compared to a net requirement of $4.7 billion in 1995-96. 


As a result, total financial requirements, including foreign 
exchange transactions, were $6.4 billion in 1996-97, 
compared to $21.7 billion in 1995-96. 


To finance these requirements, the government borrows 
from the private credit markets and/or draws down its 
cash reserves. In 1996-97, the government’s net new 
borrowings from the private credit markets (unmatured 
debt transactions) amounted to $7.2 billion, compared to 
$28.5 billion in 1995-96. Cash balances were increased 
slightly ($0.8 billion), to reach $9.3 billion by 

March 31, 1997. 


The Debt Servicing and Reduction Account 


In June 1991, legislation to establish the Debt Servicing 
and Reduction Account received Royal Assent. As a 
result, effective April 1, 1991, all goods and services tax 
revenue net of the applicable input tax credits, rebates, 
and the low-income credit, along with the net proceeds 
from the sale of Crown corporations and gifts to the 
Crown identified for debt reduction must, by law, go 
directly to the Debt Servicing and Reduction Account. 
The funds in this Account can only be used to pay the 
cost of servicing the public debt and ultimately to reduce 
the debt. The Account is audited on an annual basis by 
the Auditor General of Canada. 


1991-92 1992-93 1993-94 1994-95 1995-96 
(millions of dollars) 
Gross GST collected 29,564 30,516 32,052 36,715 38,048 
ess: 
Refunds and rebates 11,330 12,138 14,271 17,112 18,874 
Quarterly low-income tax credit 2262 2,503 2,685 2,816 2,799 
Net GST 15,168 14,868 15,696 16,787 16,374 
GST penalties and interest received 19 fai 90 129 135 
Gains from wind-up of interest in 
Crown corporations/disposal of 
shares in Crown corporations 2 110 324 
Gifts to the Crown 0.4 0.1 0.2 0.5 0.3 
Proceeds to the DSRA 15,190 15,050 15,786 16,916 16,835 


+ 


Figures to 1995-96 are from the Public Accounts of Canada. 


Note: Numbers in this newsletter may not add due to rounding. 
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Highlights of financial results for April 1997 


Deficit declines by $0.7 billion in April 1997 


The deficit in April 1997 was estimated at $3.4 billion, down $0.7 billion from April 1996. Most of this 
year-over-year decline in the deficit was attributable to higher budgetary revenues, up $0.7 billion. 
Program spending was marginally lower while public debt charges were up slightly. 


The increase in budgetary revenues was primarily due to higher employment insurance premiums (up $0.4 billion), 
personal income tax collections (up $0.3 billion) and corporate income tax collections (up $0.3 billion). In contrast, 
excise taxes and duties and non-tax revenues were down on a year-over-year basis. 


¢ The increase in employment insurance premiums was largely attributable to an acceleration in the payment of 
the premium liability due to changes to the base on which premiums are levied, from weekly maximum insurable 
earnings to annual maximum insurable earnings, effective January 1, 1997. This change does not affect the 
amount paid by employees and employers for the calendar year as a whole. However, those earning above 
the annual maximum insurable earnings will pay more of their premium liability earlier in the calendar year 
and less at the end. 


¢ Most of the increase in personal income tax collections was due to higher taxes paid on filing and lower 
refunds, relating to the 1996 taxation year. Higher corporate profits account for the increase in corporate 
income tax collections. 


¢ The decline in excise taxes and duties was largely due to lower GST collections, offset in part by higher other 
excise taxes and duties. Net GST collections were a negative $249 million, down $233 million from April 1996. 
Net GST collections are the lowest in April of each year. This is largely due to the fact that most GST collections 
are due at the end of each month, but are not normally deposited in the government’s bank accounts until the 
first few days of the following month. During the course of the year, these monies are largely reported in the 
month in which they are received. However, monies remitted with respect to March, but not received until 
April, are credited to the previous fiscal year as part of the end-of-year accounting adjustments, thereby 
dampening overall collections in April. In addition, the low-income GST credit is paid in April, thereby 
further dampening net collections in that month. 


Program spending was down slightly in April 1997 compared to April 1996. 


¢ Declines were recorded in major transfers to persons, major transfers to other levels of government, payments 
to Crown corporations and to defence. These reductions primarily reflect actions taken in previous budgets to 
control spending and reduce the deficit. 


_* Dampening the impact of these declines were increases in other transfers and in all other departmental spending — 
primarily the operating costs of governments. These increases largely reflect timing factors, which should be 
reversed in coming months. For example, the increase in all other departmental spending was attributable to 
there being three government employee pay periods in April 1997, whereas there were only two in April 1996. 
This accounts for more than all of the increase in this component of program spending. In May 1996, there 
were three pay periods, whereas there were only two in May 1997. 


Public debt charges were up slightly, as the impact of lower interest rates was offset by a slight increase in the 
overall stock of debt. 
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Table | 


Summary statement of transactions 


April 
1996 1997 


(millions of dollars) 


Budgetary transactions 


Revenues 7,050 8,337 

Program spending -7,971 -7,952 

Operating balance -318 385 

Public debt charges -3,741 -3,792 

Deficit/surplus -4,059 -3,407 
Non-budgetary transactions -301 412 
Financial requirements/source (excluding 

foreign exchange transactions) -4,360 -2,995 
Foreign exchange transactions -1,906 3,580 
Total financial requirements -6,266 594 
Unmatured debt transactions -349 -5,092 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Table 2 


Budgetary revenues 


April 
Per cent 
1996 1997 change 
(millions of dollars) (%) 
Income taxes 
Personal income tax As 4,806 6.1 
Corporate income tax 550 811 47.5 
Other 204 242 33.1 
Total income tax 5,282 5,889 It 
Employment insurance contributions 1,488 1,844 23.9 
Excise taxes and duties 
Goods and services tax a6 -249 N.A. 
Customs import duties 94 22 N.A. 
Other excise taxes/duties 298 463 55.9 
Total excise taxes and duties 376 169) -36.% 
Total tax revenues 7,146 7.970 11.6 
Non-tax revenues 507 267 -27. San 


Total budgetary revenues 7.653 8 337 8.9 
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Total financial requirements 


Table 3 
Budgetary expenditures 
April 
Per cent 
1996 eal) change 
(millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits LAOS 1,790 5.0 
Employment insurance benefits 1,283 1,134 -11.6 
Total 2,988 2,924 -2.1 
Other levels of government 
Canada Health and Social Transfer 1,254 O22 -18.5 
Fiscal transfers SAE 988 1.4 
Alternative Payments for Standing Programs -167 -178 6.6 
Total 2,062 1,832 -11.1 
Other 
Agriculture - N.A. 
Foreign Affairs Se) 49 -16.9 
Human Resources Development 91 32 -42.9 
Indian and northern development 707 716 1s) 
Industry & regional development 64 83 ou 
Veterans Affairs 109 112 US) 
Other 194 301 55.4 
Total 1,224 ld 7.6 
Total transfers 6,274 6,073 =3.2 
Payments to Crown corporations 
Canadian Broadcasting Corporation 132 112 -15.2 
Canada Mortgage and Housing Corporation 129 130 8.2 
Other 138 137, -1.2 
Total 399 388 -2.8 
Operating and capital expenditures 
Defence 392 30) -9.4 
All other departmental expenditures 906 1.136 25.4 
Total 1,298 1,491 14.9 
Total program expenditures 7,971 7,952 -0.2 
Public debt charges 3,741 Sy hee 1.4 
Total budgetary expenditures 1712 11,744 0.3 
Table 4 
The deficit and financial requirements 
April 
1996 1997 
(millions of dollars) 
Deficit/surplus -4,059 -3,407 
Loans, investments and advances 
Crown corporations 58 -253 
Other 23d 43 
Total Di -296 
Specified purpose accounts 
Canada Pension Plan Account 532 513 
Superannuation accounts -163 -345 
Other -12 re 
Total 297 127 
Other transactions eno ee ll 
Total non-budgetary transactions -301 412 
Financial requirements (excluding foreign exchange transactions) -4,360 -2,995 
Foreign exchange transactions pes tl 000 ee eS 87 
-6,266 594 
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Table 5 
Financial requirements and unmatured debt transactions 
April 
1996 1997 
(millions of dollars) 
Total financial requirements/source -6,266 594 
Unmatured debt transactions: payable in Canadian dollars 
Marketable bonds 2,800 — 
Canada Savings Bonds -270 -289 
Treasury bills 3,600 -3,700 
Other “al =| 
Less government’s holdings 50: «143 
Total Canadian currency -921 -3,847 
Unmatured debt transactions: payable in foreign currencies 
Marketable bonds = = 
Notes and loans - - 
Canada bills -39 -940 
Canada notes 611 -305 
Total foreign currencies Oy: -1,245 
Total unmatured debt transactions -349 -5,092 
Change in cash balance -6,615 -4,497 
Table 6 


Cash, unmatured debt and debt balances: at April 30 


1996 1997 
(millions of dollars) 


Cash balances at end of period 


In Canadian dollars 1,896 4,836 
In foreign currencies 20 5 
Total cash balance 1,916 4,841 


Unmatured debt balance 
Payable in Canadian dollars 


Marketable bonds 255,505 282,563 
Treasury bills 162,500 131,700 
Canada Savings Bonds 31,158 33,204 
Other RAT 3,467 
Subtotal 452,700 450,934 
Less: 
Government’s holdings of unmatured debt 802 815 
Total 451,898 450,119 
Payable in foreign currencies 
Marketable bonds 9.501 12,460 
Notes and loans 0 0 
Canada bills 6,947 7,496 
Canada notes 611 1,816 
Total 17,059 21,712 
Total unmatured debt 468,957 471,891 


Note: Numbers in this newsletter may not add due to rounding. 
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Highlights of financial results for May 1997 


Surplus recorded in May 1997 


A surplus of $1.4 billion was recorded in May 1997, 
compared to a deficit of $0.6 billion in May 1996. 

As aresult, there was a net improvement in the federal 
government’s budgetary position of $2.0 billion on a 
year-over-year basis. Budgetary revenues were up 
$0.8 billion (6.8 per cent), while program spending 
declined $0.8 billion (10.0 per cent). Public debt 
charges were down $0.4 billion (9.4 per cent). 


The increase in budgetary revenues was primarily 

due to higher personal income tax collections 

($0.7 billion), primarily reflecting higher taxes paid on 
filing relating to the 1996 taxation year, and increased 
employment insurance premiums (up $0.3 billion), 
attributable to an acceleration of monthly payments. 
In contrast, excise taxes and duties were lower 

(down $0.2 billion) on a year-over-year basis. 


The decline in program spending reflected the impact 
of previous budget actions as well as timing factors. 

In May 1997, there were two government employee pay 
periods, whereas in May 1996, there were three. This 
accounted for about $0.4 billion of the year-over-year 
decline in program spending. 


Deficit for April and May 1997 
down $2.6 billion 


Over the first two months of the 1997-98 fiscal year, the 
deficit was estimated at $2.0 billion, down $2.6 billion 
from the same period last year. This decline in the 
deficit was attributable to the increasing strength in the 
economy, the impact of previous budget measures and 
timing considerations. Budgetary revenues were up 
$1.4 billion (7.7 per cent), program spending declined 
$0.8 billion (5.2 per cent), while public debt 

charges were $0.3 billion lower (4.1 per cent). 


Within budgetary revenues, personal income tax 
collections were up $0.9 billion, employment insurance 
premiums increased $0.7 billion, while corporate 
income tax collections increased $0.3 billion. In 
contrast, excise taxes and duties were down by 

$0.4 billion, while non-tax revenues 

declined by $0.1 billion. 
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¢ The increase in personal income tax collections 


reflected both higher taxes paid on filing, relating 
to the 1996 taxation year, and an increase in 
deductions from employment income, due to 
increases in the number of people employed. 


The increase in employment insurance premiums 
was attributable to timing considerations, which will 
be reversed over the latter half of the calendar year, 
thereby having no effect on the deficit outcome for 
1997-98. In January 1997, there was a change to the 
base on which premiums are levied, from weekly 
maximum insurable earnings to annual maximum 
insurable earnings. This change results in an 
acceleration of premium payments from the latter 
half of the calendar year to the first half. This change 
does not affect the amount paid by employees and 
employers for the calendar year as a whole. However, 
those earnings above the annual maximum insurable 
earnings will pay more of their premium liability 
earlier in the calendar year and less at the end. 


The increase in corporate income tax collections 
was attributable to an increase in corporate profits, 
in line with the strengthening economy. 


The decline in excise taxes and duties was largely 
due to lower GST collections. Net GST collections 
were down $0.3 billion, compared to the same period 
last year. This decline was attributable to timing 
considerations, related to end-of-year accounting 
adjustments and the payment of refunds. Gross 
collections were up, in line with the growth in 
domestic demand. Custom import duties were also 
lower, reflecting the impact of tariff reductions, 
while other excise taxes and duties were up slightly. 


With the exception of other transfer payments, 

all other major components of program spending 
were lower in the April and May 1997 period than in 
the same period last year. 


¢ Major transfers to persons declined $0.2 billion, 


solely due to lower employment insurance benefits, 
as elderly benefits were up. The decline in 
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employment insurance benefits was primarily 
due to lower average benefits and a decline in 
beneficiaries, primarily reflecting the impact of 
reform measures. 


¢ Major transfers to other levels of government were 
down $0.5 billion. This decline was attributable 
to the reduction in entitlements under the Canada 
Health and Social Transfer (CHST), as announced 
in the February 1995 budget. In order to give 
provinces time to plan for these reductions, total 
entitlements — the most appropriate measure 
of federal support — were largely unaffected in 
1995-96. Total entitlements were set at $29.6 billion 
in 1995-96, up | per cent from 1994-95, 
$26.9 billion in 1996-97 and $25.1 billion in 
1997-98. They are being held at this level till 
1999-2000. For 2000-01 to 2002-03, these 
entitlements will grow at an increasing pace. These 
entitlement are paid to the provinces in the form of 
tax point transfers and cash. The tax point transfer 
component represents the value of “tax room” 
which the federal government made available to 
provinces, which allowed the provinces to increase 
their tax rates by an equivalent amount, with no 
impact on the taxpayer. The value of the tax point 
transfer increases in line with the growth in the 
applicable tax bases. The cash transfer, therefore, 
is the difference between the entitlement and an 
increasing value in the tax point transfer. Being a 
residual, the cash transfer, which affects program 
spending, is determined not only by the change in 
entitlements, but also by the growth in the value 
of the tax point transfer. As a result, even with no 
change in entitlements, cash transfers would decline 
in line with the growth in the value of tax point 
transfers. Conversely, if the value of the tax point 
transfer declined, assuming no change in 
entitlements, the cash component would rise 
correspondingly. For 1997-98, cash transfers are 
estimated at $12.5 billion and were expected to 
fall to $11.8 billion in 1998-99. However, the 
government has indicated that it would establish a 
floor whereby over the five-year period — 1998-99 
to 2002-03 — cash transfers would never fall below 
$12.5 billion. 


* Excluding major transfers to persons and other 
levels of government, all other program spending 
declined by 1.2 per cent. This component includes 
subsidy and other transfer payments, payments to 
Crown corporations, and the operating and capital 
costs of government, including defence. In contrast 
to the reduction to entitlements to other levels of 
government, which took effect in 1996-97, this 
component of spending declined by 10 per cent in 
1995-96, reflecting the major reductions announced 


in the 1994 and 1995 budgets. Expenditures 
on Crown corporations, defence, and all other 
departmental expenditures were lower over the 
April and May 1997 period, while other major 
transfers were up $0.2 billion. This increase 
primarily reflected the timing of payments. 


Public debt charges were down $0.3 billion, or 

4.1 per cent. This decline was attributed both to 

a decline in unmatured, or market, debt (down 

$0.7 billion) and lower average effective interest rates. 
This is the first time since the mid 1970s that the stock 
of unmatured debt has declined on a year-over-year 
basis. Net public debt, which is the cumulation 

of deficits and surpluses since Confederation and 
includes not only unmatured debt but also non-market 
debt (primarily public sector employee pension 
liabilities) did increase as there was a deficit over 

the April and May 1997 period. 


Financial source (surplus) of $1.9 billion 
for April and May 1997 


Non-budgetary transactions provided the government 
with a net source of funds, amounting to $2.1 billion, 
compared to a source of $0.3 billion in the same 
period last year. Most of this increase was attributable 
to a reopening of some bonds, which resulted in a 
one-time cash gain but has only minor impact on the 
monthly deficit as such gains are amortized over the 
life of the bond. 


Foreign exchange transactions resulted in a net 
source of $1.9 billion, compared to a net requirement 
of $1.0 billion in the same period last year. 


As a result, there was a financial source, including 
foreign exchange transactions, of $1.9 billion in the 
April and May 1997 period. In the same period last 
year, there was a net requirement of $1.3 billion. 


Caution should be exercised in extrapolating the 
monthly results to gain an assessment of the possible 
outcome for the year as a whole. For example, the 
current increase in employment insurance premiums 
will be reversed by the end of the calendar year, 
thereby having no impact on the deficit outcome for 
the year as a whole. The increase in personal income 
tax collections due to higher taxes paid on filing, 
with respect of the 1996 taxation year, is a one-time 
development and is not repeated in subsequent 
months. In the fall, the Minister of Finance will 
present his annual update on economic and fiscal 
developments. At that time, there will be assessment 
of current developments on the government’s 

deficit targets. 
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Table 1 
Summary statement of transactions 


May April — May 


1996 oS) 1996-97 


1997-98 


(millions of dollars) 


Budgetary transactions 


Revenues 11,424 12,202 19,076 20,539 
Program spending -8,147 =7,332 -16,118 -15,284 
Operating surplus ep 4,870 2958 05 
Public debt charges -3,859 -3,498 -7,600 -7,290 
Deficit/surplus -582 372 -4,642 -2,035 
Non-budgetary transactions 626 1,649 326 2,063 
Financial requirements/source (excluding 
foreign exchange transactions) 44 3,021 -4.316 28 
Foreign exchange transactions 905 -1,698 -1,001 1,891 
Total financial requirements/source 949 e373 =5.317 1,919 
Unmatured debt transactions 91 -3,224 -259 -8,317 
Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 
Table 2 
Budgetary revenues 
May April — May 
Per cent 
1996 1997 1996-97 1997-98 change 
(millions of dollars) (%) 
Income taxes 
_ Personal income tax 3012 6,273 10,140 11,079 9.3 
Corporate income tax 1,097 1126 1,647 1,938 LGA T 
Other 72 138 375 410 9.3 
Total income tax 6,88 1 dhere! 12,162 477 10.4 
Employment insurance premiums 52 1,857 SONG) 5/01 23.0 
Excise taxes and duties 
Goods and services tax 1,664 1,561 1,648 tsi? -20.4 
Customs import duties 170 193 264 215 -18.6 
Other excise taxes/duties 769 616 1,065 1,079 13 
Total excise taxes and duties 2,603 2310 2,977 2,606 -12.5 
Total tax revenues 11,005 11,764 18,149 19,734 8.7 
Non-tax revenues 419 438 927 805 -13.2 
ed 


Total budgetary revenues 11,424 12,202 19,076 205539 
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Table 6 
Cash, unmatured debt and debt balances: at May 31 


1996 


1997 


Cash balances at end of period 


(millions of dollars) 


In Canadian dollars 2,981 2,965 
In foreign currencies 6 3 
Total cash balance 2,987 2,968 
Unmatured debt balance 
Payable in Canadian dollars 
Marketable bonds 256,065 285,387 
Treasury bills 162,200 125,800 
Canada Savings Bonds SO Sie 32,906 
Other 3,476 3,465 
Subtotal AS52613 447,558 
Less: 
Government’s holdings of unmatured debt 672 702 
Total 451,941 446,856 
Payable in foreign currencies 
Marketable bonds 9,501 12,460 
Notes and loans 0) 0 
Canada bills 6,996 1,535) 
Canada notes 922 1,816 
Total 17,419 21,810 
Total unmatured debt 469,360 468,667 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
For other inquiries about this publication, contact Peter DeVries at (613) 996-7397. 

Also available on the Internet at http://www.fin.gc.ca/ 

Cet imprimé est également offert en francais. 
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Table 3 
Budgetary expenditures 
May April — May 
Per cent 
1996 1997, 1996-97 1997-98 change 
(millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,800 1,828 3,505 3,017 Sy 
Employment insurance benefits 1129 933 2,412 2,067 -14.3 
Total 2,929 2,761 Sly) 5,684 -3.9 
Other levels of government 
Canada Health and Social Transfer 254 EOS 2,508 2.035 -18.9 
Fiscal transfers 720 677 1,694 1,664 -1.8 
Alternative Payments 
for Standing Programs -169 -178 -336 -355 Dei) 
Total 1,805 ible 3,866 3,344 -13.5 
Other 
Agriculture al 2 | 15 -70.6 
Foreign Affairs 719 124 137, 174 27.0 
Human Resources Development 145 140 236 2 -18.6 
Indian and Northern Development 298 259 1,005 975 -3.0 
Industry & Regional Development 59) 93 118 176 49.2 
Veterans Affairs 116 116 229 228 1.4 
Other 165 241 2p) 542 50.8 
Total 907 985 Dra Wes| 2;302 8.0 
Total transfers 5,641 D526 11,914 11,330 -4.9 
Payments to Crown corporations 
Canadian Broadcasting Corporation 101 oA 233 183 -21.5 
Canada Mortgage and Housing Corporation 145 109 274 249 -9,2 
Other 62 70 200 207 3.6 
Total 308 250 707 639 -9.6 
Operating and capital expenditures 
Defence 638 615 1,030 970 -5.8 
All other departmental expenditures 1,560 1209 2,467 2,345 -4.9 
Total 2195 1,824 3,497 Syl) -5.2 
Total program expenditures 8,147 1,332 16,118 15,284 -5.2 
Public debt charges 3,859 3,498 7,600 7,290 -4.1 
Total budgetary expenditures 12,006 10,830 23.718 22,574 -4.8 
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Table 4 
The deficit and financial requirements/source 
May April — May 
1996 1997 1996-97 1997-98 
(millions of dollars) 
Deficit/surplus =582 S72 -4,642 -2,035 
Loans, investments and advances 
Crown corporations -26 210 32 -43 
Other -73 -26 -110 -30 
Total -98 184 -78 -73 
Specified purpose accounts 
Canada Pension Plan Account 754 691 1,286 1,204 
Superannuation accounts -209 -239 -371 -584 
Other 17 -31 -53 -72 
Total 562 421 862 548 
Other transactions 162 1,044 -458 1,588 
Total non-budgetary transactions 626 1,649 326 2,063 
Financial requirements/source 
(excluding foreign exchange transactions) 44 3,021 -4,316 28 
Foreign exchange transactions 905 -1,698 -1,001 1,891 
Total financial requirements/source 949 15323 -5,317 1919 
Table 5 
Financial requirements/source and unmatured debt transactions 
May April — May 
1996 L997 1996-97 1997-98 
(millions of dollars) 
Total financial requirements/source 949 1323 =) 7 1,919 
Unmatured debt transactions: 
payable in Canadian dollars 
Marketable bonds 500 2,824 3,300 2,824 
Canada Savings Bonds -286 -298 -556 -587 
Treasury bills -300 -5,900 -3,900 -9,600 
Other =i np) =) 8, 
Less government’s holdings 129 [13 278 256 
Total Canadian currency 42 363 -880 27,110 
Unmatured debt transactions: 
payable in foreign currencies 
Marketable bonds = = = = 
Notes and loans = = = — 
Canada bills 49 39 10 -902 
Canada notes ca = 611 -305 
Total foreign currencies 49 39 621 21.207 
Total unmatured debt transactions 91 aA -259 -8,317 
Change in cash balance 1,040 -1,901 -5,576 -6,398 


Highlights of financial results for June 1997 


Budgetary surplus of $1.5 billion recorded in June 1997 


A surplus of $1.5 billion was recorded in June 1997, marking the second consecutive month in which a budgetary 
surplus was recorded — the first time that this has occurred since the late 1970s. As a result, there was a net 
improvement in the federal government’s budgetary position of $2.2 billion on a year-over-year basis. Budgetary 
revenues were up $1.8 billion (16.3 per cent), while program spending declined $0.1 billion (0.9 per cent). 

Public debt charges were down $0.3 billion (6.6 per cent). 


The increase in budgetary revenues was primarily due to higher personal income tax and goods and services . 

tax (GST) collections, each up $0.5 billion, and increased corporate income tax collections and employment 
insurance premiums, each up $0.3 billion. The increase in personal income tax collections reflected strong 
growth in employment income, reflecting the advances in employment. The strong increase in GST collections 
was primarily attributable to timing considerations, as collections in the first two months were unusually low. The 
higher corporate income tax collections reflected the continued strength in corporate profits, while the higher 
employment insurance premiums were largely attributable to the acceleration of monthly payments. 


The decline in program spending reflected the impact of previous budget actions. Lower spending was reported in 
major transfers to other levels of government, payments to Crown corporations and defence. The impact of these 
declines was partially offset by higher elderly benefit payments, increased subsidy transfers, and the costs incurred 
by Elections Canada related to the June 1997 federal election. The decrease in public debt charges was attributable 
to the effect of lower interest rates. 


Deficit for April to June 1997 down $4.8 billion 


Over the first three months of the 1997-98 fiscal year, the deficit was reported at $0.5 billion, down $4.8 billion 
from the same period last year. This year-over-year decline in the deficit was largely attributable to the increasing 
strength in the economy and the impact of previous budget measures. Budgetary revenues were up $3.3 billion 
(10.9 per cent), program spending declined $0.9 billion (3.8 per cent), while public debt charges were $0.6 billion 
lower (4.9 per cent). 


Financial requirements significantly lower 


Financial requirements, excluding foreign exchange transactions, amounted to $483 million in the first 

three months of 1997-98, compared to a net requirement of $6.7 billion over the same period last year. Foreign 
exchange transactions provided the government with a net source of funds amounting to $1.0 billion over the 
April to June 1997 period, compared to a net source of $0.4 billion over the first three months in 1996-97. 

As a result, there was a total financial source (surplus) of $0.6 billion to date, compared to a net requirement 
of $6.2 billion over the same period last year. There was a net repayment of unmatured debt of $6.0 billion 

in the first three months of 1997-98. 


Caution should be exercised in extrapolating these monthly results to gain an assessment of the possible outcome 
for the year as a whole. For example, all of the current increase in employment insurance premiums will be 
reversed by the end of the calendar year, thereby having no impact on the deficit outcome for the year as a whole. 
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Table | 


Summary statement of transactions 


June - April to June _ 


1996 1997 1996-97 1997-98 


(millions of dollars) 


Budgetary transactions 


Revenues 11,200 13,029 30,276 33,568 
Program spending -8,009 -7,934 -24,127 -23,219 
Operating surplus Onloll 5,095 6,149 10,349 
Public debt charges -3,844 3,992 -11,444 -10,882 
Deficit/surplus -653 i503 5,295 -533 
Non-budgetary transactions -1,692 -2,013 -1,366 50 
Financial requirements/source (excluding 
foreign exchange transactions) -2,345 -510 -6,661 -483 
Foreign exchange transactions 1,448 -844 446 1,048 
Total financial requirements/source -897 -1,354 -6,215 565 
Unmatured debt transactions 300 2,360 4] -5,957 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


The increase in personal income tax collections due to 
The federal deficit higher taxes pew on filing, with respect to the 1996 
4996-97 and 1997-98 taxation year, 1s a one-time development and will not be 

repeated in subsequent months. In the fall, the Minister 
Year to date of Finance will present the government’s annual update 
on economic and fiscal developments. At that time, there 
will be an assessment of current developments on the 
HE 1096-97 government’s deficit targets. 


[__] 1997-98 


billions of dollars 
20 


Budgetary revenues up 


Over the April to June 1997 period, budgetary revenues 
were up $3.3 billion, or 10.9 per cent, on a year-over-year 
basis. Of this increase $1 billion was attributable to the 
timing in the receipt of employment insurance premiums, 
which will be reversed over the latter half of the calendar 
year, with the remainder attributable to strength in 

the economy. 


* Personal income tax collections were up $1.4 billion, 
or 8.9 per cent. This increase was due to higher 
taxes paid on filing, relating to stronger income 

ae ean Aa Ba en growth in the 1996 taxation year and to the increases 
quarter quarter quarter quarter _—year in the number of people employed this year. 


“Estimate * Corporate income tax collections were up 
$0.6 billion, or 22.2 per cent, attributable to an 
increase in corporate profits, in line with the 
strengthening economy. 
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Table 2 


Budgetary revenues 


June April to June 
Per cent 
1996 1997 1996-97 1997-98 change 
(millions of dollars) (%) 
Income taxes 

Personal income tax 5,759 6,239 15,899 eS als: 8.9 
Corporate income tax LASS 1,422 DIGS 3,380 222 
Other 139 146 513 556 8.4 
Total income tax 7,014 7,827 LOTT 2 apes 10.8 
Employment insurance premiums 1,566 1,862 4575 5,564 21.6 

Excise taxes and duties 
Goods and services tax 1,208 1,717 2,856 3,029 6.1 
Customs import duties 216 118 480 333 -30.7 
Other excise taxes/duties 652 786 1,718 1,864 8.5 
Total excise taxes and duties 2,076 2,62) 5,054 BENS) 344 
Total tax revenues 10,656 12,310 28,806 32,044 Lie? 
Non-tax revenues 545 719 1,470 1,524 Ci 
Total budgetary revenues 11,200 13,029 BNR Ike 33,568 10.9 


¢ Employment insurance premiums were up $1.0 billion, 
or 21.6 per cent. This increase was entirely attributable 
to timing considerations, which will be reversed over 
the latter half of the calendar year, thereby having no 
effect on the deficit outcome for 1997-98. In January 
1997, there was a change to the base on which 
premiums are levied, from weekly maximum insurable 
earnings to annual maximum insurable earnings. This 
change results in an acceleration of premium payments 
from the latter half of the calendar year to the first half. 
This change does not affect the amount paid by 
employees and employers for the calendar year as a 
whole. However, those earning above the annual 
maximum insurable earnings will pay more of their 
premium liability earlier in the calendar year and less 
at the end. 


¢ Net GST collections were up $0.2 billion, or 
6.1 per cent. In the first two months of the current 
fiscal year, net GST collections were down on a year- 
over-year basis, reflecting the impact of timing 
considerations, given remittance procedures. This was 
largely reversed in June 1997, with the result that the 
year-to-date growth is more in line with the strength 
in consumer demand. 


* Customs import duties were down $0.1 billion, or 
30.7 per cent, in large part reflecting the impact of 
tariff reductions. Other excise taxes and duties were up 
$0.1 billion, or 8.5 per cent, reflecting higher receipts 
from energy taxes and from the air transport tax. 


Budgetary revenues 
1996-97 and 1997-98 


April to June 
Year-over-year growth 


per cent change 


WM 1096-97 
[| 1997-98 


25 


Total Personal Corporate Other 
income tax income 
tax 
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¢ Non-tax revenues, consisting of return on investments 
and other non-tax revenues, such as fees and proceeds 
from sales, among others, were up 3.7 per cent, 
primarily reflecting higher other non-tax revenues, 
as return on investments was lower due to the 
effect of lower interest rates. 


Program spending lower 


Program spending declined by $0.9 billion in the first 
three months of 1997-98, compared to the same period 
last year. With the exception of other transfer payments, 
all other major components of program spending were 
lower in the April to June 1997 period than in the 

same period last year. 


The profile of program spending by major component, 

in the first three months of 1997-98, primarily reflects the 
timing and the nature of the restraint measures introduced 
in the 1994, 1995 and 1996 budgets. Restraint measures 
introduced in the February 1994 budget and the impact 
of the Program Review I measures introduced in the 
February 1995 budget primarily focused on program 
spending excluding the major transfers to persons and 
other levels of government (operating and capital costs, 
defence, payments to Crown corporations and subsidies). 
As a result, this component of program spending declined 
by 10 per cent in 1995-96. In contrast, changes to the 
major transfers to other levels of government were 
largely delayed until 1996-97, thereby providing the 
provinces and territories time to plan for the restructuring 
in these transfers. Furthermore, the reductions 1n cash 
transfers to other levels of government are largely being 
phased in over two years — 1996-97 and 1997-98. As a 
result, whereas reductions in all other program spending 
accounted for most of the reduction in total program 
spending in 1995-96, the reductions in cash transfers 

to other levels of government is the major factor 
contributing to the decline in program spending in 
1996-97 and 1997-98. However, cash transfers to 

other levels of government are expected to remain at 
$12.5 billion post-1997-98, whereas all other program 
spending is expected to continue to decline as the impact 
of Program Review II restraint measures takes effect. 


. © Ona year-over-year basis, major transfers to persons 
(elderly benefits and employment insurance benefits) 
declined $0.2 billion over the April to June 1997 
period, solely due to lower employment insurance 
benefits, as elderly benefits were up. The decline in 
employment insurance benefits was primarily due to 
lower average benefits and a decline in beneficiaries, 
primarily reflecting the impact of reform measures. 
The increase in elderly benefits was due to higher 
average benefits, which are indexed to inflation, and 
an increase in the eligible population 


* In the first quarter of fiscal year 1997-98, major 
transfers to other levels of government were down 
$0.8 billion. This decline was attributable to the 


reduction in entitlements under the Canada Health and 
Social Transfer (CHST) and the rising value of the tax 
point transfers reflecting increases in the applicable 
tax bases. As noted above, in order to give provinces 
time to plan for these reductions, total entitlements — 
the most appropriate measure of federal support — 
were largely unaffected in 1995-96. Total entitlements 
were set at $29.6 billion in 1995-96, up | per cent 
from 1994-95, $26.9 billion in 1996-97 and $25.1 
billion in 1997-98. They are being held at this level 
until 1999-2000. For 2000-01 to 2002-03, these 
entitlements will grow at an increasing pace. These 
entitlement are paid to the provinces in the form of 
tax point transfers and cash. The tax point transfer 
component represents the value of “tax room” which 
the federal government made available to provinces, 
allowing the provinces to increase their tax rates by 
an equivalent amount, with no net impact on the 
taxpayer. The value of the tax point transfer increases 
in line with the growth in the applicable tax bases. The 
cash transfer, therefore, is the difference between the 
entitlement and an increasing value in the tax point 
transfer. Being a residual, the cash transfer, which 
affects program spending, is determined not only by 
the change in entitlements, but also by the growth in 
the value of the tax point transfer. As a result, even 
with no change in entitlements, cash transfers would 
decline in line with the growth in the value of tax 
point transfers. Conversely, if the value of the tax 
point transfer declined, assuming no change in 


Budgetary expenditures 
1996-97 and 1997-98 


April to June 
Year-over-year growth 


per cent change 


WE 1096-97 
|__| 1997-98 


Total Public debt Program 
charges spending 


] 
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Table 3 
Budgetary expenditures 
June April to June 
Per cent 
1996 1997 1996-97 1997-98 change 
(millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,791 1,853 5,296 5,470 65) 
Employment insurance benefits 55 846 B05 2,914 -10.8 
Total 2,644 2,699 8,561 8,384 21 
Other levels of government 
Canada Health and Social Transfer 1,254 1,022 3,702 3,057 -18.7 
Fiscal transfers 81] 787 2,506 2,452 -2.1 
Alternative Payments for Standing Programs =e SSIES -OU0T Boo5 aye 
Total 1,896 L631 2,703 4,976 -13.7 
Subsidies and other transfers 
Agriculture BS 60 66 tes 1330) 
Foreign Affairs 123 124 261 eM) 13.8 
Human Resources Development 156 210 392 AQ2 2.0 
Indian and Northern Development 29 alle 1,284 1,288 0.3 
Industry and Regional Development 137 131 25 307 Z0e7. 
Veterans Affairs Jatt 114 305 342 1.8 
Other lot eS: E5552 oO 46.9 | 
Total 1,015 15225 3,148 35520 12.0 
Total transfers ODO DyoD5 17,472 16,886 -3.4 
Payments to Crown corporations 
Canadian Broadcasting Corporation 65 66 298 249 -16.4 
Canada Mortgage and Housing Corporation Aa 114 451 364 -19.2 
Other 103s 86 e023 see? a -3.8 
Total 345 267 OSD 905 -14.0 
Operating and capital expenditures 
Defence 733 681 1,763 1654 -6.4 
All other departmental expenditures mew) 1,431 3,840 Sell -1.6 
Total 2,108 PS AIP2 5,603 5,428 -3.] 
| Total program expenditures 8,009 7,934 24,127 PED, -3.8 
_ Public debt charges 3,844 D592 11,444 10,882 -4.9 
Total budgetary expenditures 11.853 e526 Sei Al 34,101 -4.1 
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Table 4 


The deficit and financial requirements/source 


April to June 


1996 1997 1996-97 1997-98 
(millions of dollars) 
Deficit/surplus -653 1,503 -5,295 -533 
Loans, investments and advances 
Crown corporations 133 Saal 164 at 
Other og 118 el -227 -61 
Total eS) -62 -63 -135 
Specified purpose accounts | 
Canada Pension Plan Account -139 -35 1147 1,169 
Superannuation accounts 2,476 2691 ZAOS 2,067 
Other if) Cee Bie -40 -210 
Total 2,350 2,478 SIN 3,026 
Other transactions =4,057 -4,429 -4.515 -2,841 
Total non-budgetary transactions -1,692 -2,013 -1,366 50 
Financial requirements/source -2,345 -510 -6,661 -483 
(excluding foreign exchange transactions) 
Foreign exchange transactions 1,448 -844 446 1,048 
Total financial requirements/source -897 -1,354 -6,215 565 
Table 5 
Financial requirements/source and unmatured debt transactions 
: Aprilto June 
1996 1997 1996-97 1997-98 
(millions of dollars) 
Total financial requirements/source -897 -1,354 -6,215 565 
Unmatured debt transactions 
Payable in Canadian dollars 
Marketable bonds 3,828 6,614 7,128 9.438 
Canada Savings Bonds -245 -340 -801 -927 
Treasury bills -3,700 -5,400 -7,600 -15,000 
Other 525 450 S22 447 
Less: Government’s holding 144 106 423 362 
Total Canadian currency Say 1,430 -328 -5,680 
Unmatured debt transactions 
Payable in foreign currencies 
Marketable bonds = _ - 2 
Notes and loans = = = ~ 
Canada bills -252 625 -242 -277 
Canada notes = 305 611 3 
Total foreign currencies -252 930 369 27% 
Total unmatured debt transactions 300 2,360 4] -5,957 
Change in cash balance -597 -6,174 
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Table 6 
Cash, unmatured debt and debt balances: at June 30 


1996 1997), 


(millions of dollars) 


Cash balances at end of period 


In Canadian dollars DBS 3,969 
In foreign currencies Zo 5 
Total cash balance 2,381 ce 


Unmatured debt balance 


Payable in Canadian dollars 


Marketable bonds 259,893 292,001 
Treasury bills 158,500 120,400 
Canada Savings Bonds 30,627 32,566 
Other . 4,000 ; as eee) 
Subtotal 453,020 448,882 
Less: Government’s holdings of unmatured debt De], 596 
Total 452,493 448,286 
Payable in foreign currencies 
Marketable bonds 9,501 12,460 
Notes and loans 0 0 
Canada bills 6,744 8,159 
Canada notes eee . 7 De 121 
Total I CO 22,740 
Total unmatured debt 469,659 471,026 
entitlements, the cash component would rise Public debt charges lower 


correspondingly. For 1997-98, cash transfers are 
estimated at $12.5 billion and were expected to fall to 
$11.8 billion in 1998-99. However, the government 
has proposed that it will ensure that over the five-year 
period — 1998-99 to 2002-03 — cash transfers will 
never fall below $12.5 billion. 


Public debt charges were down $0.6 billion, or 

4.9 per cent, on a year-over-year basis. This decline 
was attributed to lower average effective interest rates 
on the federal government’s net debt, which was only 
partially offset by the much slower growth in the stock 


of unmatured debt. 
¢ Excluding major transfers to persons and other levels 


of government, all other program spending was 


Financial requirements significantly lower 
virtually unchanged on a year-over-year basis. 


Declines in payments to Crown corporations, defence Financial requirements/source measure the difference 
and all other departmental spending were offset by between cash coming in to the government and cash 
increases in subsidies and other transfers. The going out. Financial requirements are usually lower than 
increase in the latter component primarily reflected the budgetary deficit, as the former includes transactions 
the timing of payments, as total spending on subsidies in loans, investments and advances, federal employees’ 
and other transfers is expected to be lower in 1997-98 pension accounts, other specified purpose accounts, and 
than in 1996-97 for the fiscal year as a whole, due to other financial assets and liabilities. These activities are 
the restraint measures introduced in previous budgets. included as part of non-budgetary transactions. In 

The year-over-year decline in the other components addition, the budgetary deficit is largely presented on the 
was attributable to the impact of restraint measures accrual basis of accounting. The conversion from accrual 
introduced in previous budgets. This was partially to cash is also reflected in non-budgetary transactions. 
offset by costs incurred by Elections Canada in Non-budgetary transactions usually provide the 


conducting the June 1997 federal election. government with a net source of funds. 
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Non-budgetary transactions provided the government 
with a net source of funds over the April to June 1997 
period, amounting to $50 million, compared to a net 
requirement of $1.4 billion in the same period last year. 
Most of this change was attributable to a reopening of 
some bonds, which resulted in a one-time cash gain but 
has only minor impact on the monthly deficit as such 
gains are amortized over the life of the bond. 


With a budgetary deficit of $533 million and a net source 
of funds from non-budgetary transactions of $50 million, 
financial requirements, excluding foreign exchange 
transactions, amounted to only $483 million in the first 
quarter of 1997-98, compared to a net requirement of 
$6.7 billion in the same period last year. 


The purpose of the Exchange Fund Account is to promote 
order and stability in the foreign exchange market. It 
fulfills this function by buying foreign exchange (selling 
Canadian currency) when there is upward pressure on the 
value of the Canadian dollar and selling foreign exchange 
(buying Canadian dollars) when there is downward 
pressure. Foreign exchange transactions resulted in a net 
source of $1.0 billion in the first three months of 1997-98, 
compared to a source of $0.4 billion in the same period 
last year. 


As a result, there was a financial source, including foreign 
exchange transactions, of $0.6 billion in the April to 

June 1997 period. In the same period last year, there was 
a net requirement of $6.2 billion. 


Table 7 
Debt Servicing and Reduction Account (DSRA) 


In the first three months of 1997-98, the federal 
government reduced its holdings of unmatured debt by 
$6.0 billion, compared to the same period in 1996-97. 
The structure of the government’s debt has also changed 
significantly, in order to further reduce the exposure to 
unexpected changes in interest rates. The share of debt 
held in short-term floating rate instruments, primarily 
Treasury bills, has been reduced, while the share held in 
longer-term rate instruments has increased. Cash balances 
as of June 30, 1997 amounted to $4.0 billion 


The Debt Servicing and Reduction Account 


In June 1991, legislation to establish the Debt Servicing 
and Reduction Account received Royal Assent. As a 
result, effective April 1, 1991, all goods and services tax 
revenues net of the applicable input tax credits, rebates 
and the low-income credit, along with the net proceeds 
from the sale of Crown corporations and gifts to the 
Crown identified for debt reduction must, by law, go 
directly to the Debt Servicing and Reduction Account. 
The funds in this Account can only be used to pay the 
cost of servicing the public debt and ultimately to reduce 
the debt. The Account is audited on an annual basis by 
the Auditor General of Canada. 


1991-92 1992-93 1993-94 1994-95 1995-96 
(millions of dollars) 
Gross GST collected 29,564 30,516 32;652 36,715 38,048 
ess: 
Refunds and rebates 11,330 12,138 14,271 ari 18,874 
Quarterly low-income tax credit 2202) We UO 2,085). LOR ene oe 
Net GST 15,168 14,868 15,696 16,787 16,374 
GST penalties and interest received 19 el 90 129 Wes 
Gains from wind-up of interest in 
Crown corporations/disposal of 
shares in Crown corporations 2 110 325 
Gifts to the Crown 0.4 £01 0.2 0.5 0.3 
Proceeds to the DSRA 15.786 


15,190 15,050 16,916 


Figures to 1995-96 are from the Public Accounts of Canada. 


Note: Numbers in this newsletter may not add due to rounding. 
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Highlights of financial results for July 1997 


Budgetary surplus in July 1997 


A surplus of $0.8 billion was recorded in July 1997, 
marking the third consecutive month in which a budgetary 
surplus was recorded — the first time that this has occurred 
since the early 1970s. This represents a net improvement 
in the federal government’s budgetary position of 

$2.0 billion from July 1996. Budgetary revenues were 

up $1.0 billion (8.8 per cent), while program spending 
declined $0.7 billion (8.1 per cent). Public debt charges 
were down $0.3 billion (8.7 per cent). 


The increase in budgetary revenues was spread 
throughout most major components. Corporate income 
tax collections were up $0.4 billion, primarily reflecting 
continued strength in corporate profits. Employment 
insurance premium revenues increased $0.2 billion, 
attributable to the acceleration of monthly payments. 
Goods and services tax (GST) collections increased 
$0.2 billion, reflecting continued strength in consumer 
demand. Personal income tax collections were up 

$0.2 billion, primarily due to gains in employment 
income, reflecting the recent advances in employment. 


Most of the year-over-year decline in program spending 
was concentrated in transfers to other levels of 
government (down $0.5 billion) for the Canada Health 
and Social Transfer (CHST) and Equalization. The lower 
direct cash transfers under the CHST reflected both the 
reduction in total entitlements as well as the rising value 
of the tax point transfers. The lower cash transfers under 
the Equalization program were largely attributable to an 
adjustment relating to an overpayment in a previous 
month. The decline in public debt charges reflected the 
impact of lower interest rates. 


Budgetary surplus in April to July period 


Over the first four months of the 1997-98 fiscal year, the 
federal government reported a surplus of $0.3 billion. 

In the same period last year, a deficit of $6.5 billion was 
reported. This turnaround was attributable to the 


increasing strength in the economy, the impact of restraint 
measures introduced in the 1994 and 1995 budgets, and 
timing factors. Budgetary revenues were up $4.3 billion 
(10.3 per cent), program spending declined $1.6 billion 
(4.9 per cent), while public debt charges were $0.9 billion 
lower (5.9 per cent). 


Financial source in April to July period 


In the first four months of 1997-98, there was a financial 
source of $5.2 billion. This resulted from the budgetary 
surplus of $0.3 billion, a net source of funds from 
non-budgetary transactions of $0.9 billion and a net 
source of funds from foreign exchange transactions of 
$4.0 billion, the latter due to net repayments of debt by 
the Exchange Fund Account. Cash balances were 

$5.7 billion lower over the first four months of 1997-98. 
As a result, since the beginning of 1997-98, there has 
been a $10.9 billion retirement of marketable debt. 


Caution should be exercised in extrapolating these 
monthly results to date to gain an assessment of the 
possible outcome for the fiscal year as a whole. Some of 
the improvement to date is due to special factors, which 
will be reversed in future months, thereby having no 
impact on the outcome for the fiscal year as a whole, or to 
one-time developments that will not be repeated in future 
months. In the fall, the Minister of Finance will present 
the government’s annual update on economic and fiscal 
developments. At that time, there will be an assessment of 
current developments on the government’s deficit targets. 


Budgetary revenues up 


Over the April to July 1997 period, budgetary revenues 
were up $4.3 billion, or 10.3 per cent. About three- 
quarters of this increase is attributable to stronger 
economic conditions. The rest was due to an acceleration 
in employment insurance premium revenues, which will 
be offset in coming months. 
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¢ Personal income tax collections were up 
$1.6 billion, reflecting higher deductions at source 
from employment income, in line with the strong 
gains in employment, as well as higher taxes paid 
on filing, relating to stronger income growth in the 
1996 taxation year. 


¢ Corporate income tax collections were up $1.0 billion, 
while other income taxes, primarily non-resident 
withholding taxes, increased by $0.1 billion. These 
increases reflected the continued strength in corporate 
profits, in line with the strengthening economy. 


¢ Employment insurance premium revenues were up 
$1.2 billion. All of this increase reflected timing 
factors, which will be reversed in the latter half of the 
calendar year, thereby having no effect on the deficit 
outcome for 1997-98. In January 1997, there was a 
change to the base on which premium rates are levied, 
from weekly maximum insurable earnings to annual 
maximum insurable earnings. This change results in an 
acceleration of premium payments from the latter half 
of the calendar year to the first half. This change does 
not affect the amount paid by most employees and 
employers for the calendar year as a whole. However, 
those earning above the annual maximum insurable 
earnings will pay more of their premium liability 
earlier in the calendar year and less at the end. 


¢ Goods and services tax collections were up 
$0.4 billion, largely attributable to the strength in 
consumer demand. 


¢ Declines in customs import duties, reflecting the 
impact of tariff reductions under multilateral trade 
agreements, more than offset the small increases in 
other excise taxes and duties and non-tax revenues. 


Program spending lower 


Program spending declined $1.6 billion, or 4.9 per cent in 
the first four months of 1997-98, compared to the same 
period last year, with all major components lower. The 
decline in program spending was primarily attributable to 
the effect of the restraint measures introduced in the 

1994 and 1995 budgets. 


* Major transfers to persons declined $0.2 billion, solely 
due to lower employment insurance benefits, as elderly 
benefits were up. The decline in employment insurance 
benefits was primarily due to lower average benefits 
and a decline in the number of beneficiaries, primarily 
reflecting the impact of reform measures. 


Major transfers to other levels of government were 
down $1.3 billion, reflecting lower cash transfers 
under the Canada Health and Social Transfer and 
Equalization. In the February 1995 budget, the 
government set total entitlements under the CHST for 
1997-98 at $25.1 billion, down $1.8 billion from 
1996-97. These entitlements are paid to the provinces 
in the form of tax point transfers and cash. The tax 
point transfer component represents the value of 
“tax room” which the federal government made 
available to provinces, allowing the provinces to 
increase their tax rates by an equivalent amount, 
with no impact on the taxpayer. The value of the tax 
point transfer increases in line with the growth in the 
applicable tax bases. The cash transfer, therefore, 

is the difference between the entitlement and an 
increasing value in the tax point transfer. Being a 
residual, the cash transfer, which is part of program 
spending, is affected not only by the change in 
entitlements, but also by the growth in the value of 
the tax point transfer. Cash transfers under the CHST 
were down $0.9 billion over the first four months 

of 1997-98, compared to the same period last year, 
of which about $0.6 billion was attributable to 

the reduction in entitlements with the remainder due 
to the increase in the value of the tax point transfer. 
Equalization transfers were down $0.3 billion. 

As indicated in the 1997 budget, these transfers are 
expected to be lower 1n 1997-98, reflecting lower 
provincial revenue growth due to tax reductions in 
some provinces, population shifts between 
equalization-receiving provinces and 
non-equalization-receiving provinces, as well as 
strong resource revenues in some of the 
equalization-receiving provinces. 


Direct program spending — that is, total program 
spending less the major transfers to persons and other 
levels of government — declined by $0.1 billion. 
This component includes subsidy and other transfer 
payments, payments to Crown corporations, and the 
operating and capital costs of government, including 
defence. In contrast to the reduction in entitlements 
to other levels of government, which took effect in 
1996-97, the restraint measures introduced in the 
1994 and 1995 budgets resulted in significant 
reductions beginning in 1995-96. In addition, the 
restraint measures announced as part of the March 
1996 budget Program Review exercise will further 
reduce spending in this component in 1998-99. 
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Table 1 
Summary statement of transactions 


July April to July 
1996 1997 1996-97 1997-98 
(millions of dollars) 
Budgetary transactions 
Revenues 11,129 12,106 41,405 45,674 
Program spending -8,288 -7,618 -32,415 -30,837 
Operating surplus 2,841 4,488 8,990 14,837 
Public debt charges -3,996 -3,648 -15,440 -14,529 
Deficit/surplus 31195 840 -6,450 308 
Non-budgetary transactions [S55 833 469 881 
Financial requirements/source (excluding 
foreign exchange transactions) 680 L638 -5,981 1,189 
Foreign exchange transactions 118 oo 565 she TAN) 
Total financial requirements/source 798 4,595 -5,416 Shi le) 
Unmatured debt transactions 1,566 -4,.919 1,605 -10,875 
Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 
Table 2 
Budgetary revenues 
July April to July 
Per cent 
1996 1997 1996-97 1997-98 change 
(millions of dollars) (%) 
Income taxes 
Personal income tax 92105 5.297 21,004 22 Ole fii! 
Corporate income tax 1,400 1,807 4,165 pial ew 24.5 
Other 230 303 743 859 15.7 
Total income tax 6,735 7,407 25912 28,661 10.6 
Employment insurance premiums 1,587 ISS 6,162 Teo 1S 
Excise taxes and duties 
Goods and services tax 1,262 1,457 4,118 4,486 8.9 
Customs import duties 202 229 682 563 -17.5 
Other excise taxes/duties ioe 653 2,475 2,518 1e7 
Total excise taxes and duties 2,221 2209 OAS O07, 4.0 
Total tax revenues 10,543 11,561 39,349 43,606 10.8 
Non-tax revenues 586 545 2,056 2,068 0.6 
Total budgetary revenues R29 12,106 41,405 45,674 LOSS 
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Table 6 
Cash, unmatured debt and debt balances: at July 31 


1996 1997 
(millions of dollars) 


Cash balances at end of period 


In Canadian dollars Aviow 2,895 
In foreign currencies é) 15 
Total cash balance 4,734 3,650 


Unmatured debt balance 
Payable in Canadian dollars 


Marketable bonds 265,293 287,801 
Treasury bills 154,200 122,100 
Canada Savings Bonds 30375 32,286 
Other 4,365 4,301 
Subtotal 454,233 446,488 
Less: Government’s holdings of unmatured debt Sh 429 
Total 453,858 446,059 
Payable in foreign currencies 
Marketable bonds 9,501 11,684 
Notes and loans 0 0 
Canada bills 6,943 6,569 
Canada notes 921 L795 
Total 17,365 20,048 
Total unmatured debt 471,223 466,107 
In contrast, the reduction in CHST cash transfers, Public debt charges lower 


announced in the March 1996 budget for 1998-99, 
will not proceed. The government has proposed that 
cash transfers over the 1997-98 to 2002-03 period will 
never fall below $12.5 billion — the level of cash 
transfers currently estimated for 1997-98. Within 
direct program spending, other transfer payments were 
up, primarily reflecting the timing of payments, while 
payments to Crown corporations, defence and all other 
departmental spending were lower. These declines 
primarily reflected the impact of restraint measures. 


Public debt charges were down $0.9 billion, or 

5.9 per cent, on a year-over-year basis. This decline 
was attributed to lower average effective interest rates 
on the federal government’s debt, as well as a 
reduction in net borrowing requirements, reflecting 
the improvement in the overall budget situation. 
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Table 3 
Budgetary expenditures 
July April to July 
Per cent 
1996 1997 1996-97 1997-98 change 
(millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,760 1,820 7,056 7,290 ais) 
Employment insurance benefits 916 820 4,181 3,734 -10.7 
Total 2,676 2,640 W237 11,024 -1.9 
Other levels of government 
Canada Health and Social Transfer e254 1,012 5,016 4,069 -18.9 
Fiscal transfers 807 566 Sols) 3,018 -8.9 
Alternative Payments 
for Standing Programs -169 -178 -674 -710 Se 
Total 1,892 1,400 7,655 Oot, -16.7 
Subsidies and other transfers 
Agriculture 116 oy 182 2 -38.5 
Foreign Affairs 138 110 398 408 Pid 
Human Resources Development 161 6 53 408 -26.2 
Indian and Northern Development 181 281 1,464 1,569 Te? 
Industry & Regional Development TS, a7, 333 404 Zils 
Veterans Affairs 116 1 45] 459 1.6 
Other 263 289 818 1,104 35.0) 
Total 1,054 937 4,199 4,464 6.3 
Total transfers 5,622 4,977 23,091 21,865 -5.3 
Payments to Crown corporations 
Canadian Broadcasting Corporation 76 65 374 314 -16.0 
Canada Mortgage and Housing Corporation 152 156 602 520 -13.7 
Other 68 68 371 360 -2.8 
Total 296 289 1,347 1,194 -11.4 
Operating and capital expenditures 
Defence 741 746 2,506 2,397 -4,3 
All other departmental expenditures 1,629 1,606 7A 5,381 -1.6 
Total Pre TAY) D2 yy HOTT JEIGRS -2.5 
_ Total program expenditures 8,288 7,618 32,415 30,837 -4.9 
_ Public debt charges 3,996 3,648 15,440 14,529 -5.9 
Total budgetary expenditures 12,284 11,266 47,855 45,366 -5.2 
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Table 4 
The deficit and financial requirements/source 


July April to July 
1996 1997 1996-97 1997-98 
(millions of dollars) 
Deficit/surplus -1,155 840 -6,450 308 
Loans, investments and advances 
Crown corporations 387 iyi Spl 83 
Other -23 -29 -250 -9] 
Total 364 128 301 -8 
Specified purpose accounts 
Canada Pension Plan Account -596 -479 641 690 
Superannuation accounts -174 -200 1,930 1,867 
Other ail! - 1] -211 
Total -629 -679 2,582 2,346 
Other transactions 2,100 1,384 -2,414 -1,457 
Total non-budgetary transactions S35 833 469 881 
Financial requirements/source 
(excluding foreign exchange transactions) 680 1,673 -5,981 1,189 
Foreign exchange transactions 118 SAAS EO) 565 3,970 
Total financial requirements/source 798 4,595 -5,416 5,159 
Table 5 
Financial requirements/source and unmatured debt transactions 
July April to July 
1996 1997 1996-97 1997-98 
(millions of dollars) 
Total financial requirements/source 798 4,595 -5,416 5,158 
Unmatured debt transactions: 
payable in Canadian dollars 
Marketable bonds 5,400 -4.200 12528 5,238 
Canada Savings Bonds -252 -298 -1,053 -1,207 
Treasury bills -4,300 1,700 -11,900 -13,300 
Other 365 386 887 839 | 
Less: Government’s holdings 154 167 575 530 
Total Canadian currency 1,367 = 1,037 -7,906 
Unmatured debt transactions: | 
payable in foreign currencies | 
Marketable bonds = -716 = -776 4 
Notes and loans = = = +t 
Canada bills 199 -1,590 -43 -1,867 | 
Canada notes = 2396 611 -326 fi 
Total foreign currencies 199 -2,692 568 -2,969 | 
Total unmatured debt transactions 1,566 -4,.919 1,605 -10,875 | 
Change in cash balance 2,364 peal 3811 -5,716 kj 
o) 9 | 
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Highlights of financial results for August 1997 


Deficit down $1.4 billion in August 1997 


There was a deficit of $0.5 billion in August 1997, 
down $1.4 billion from August 1996. Budgetary 
revenues were up $0.9 billion (9.3 per cent), while 
program spending declined $0.4 billion (4.5 per cent). 
Public debt charges were down $0.1 billion 

(1.4 per cent). 


The increase in budgetary revenues was concentrated 
in personal and corporate income tax collections and 
goods and services tax (GST) collections. Personal 
income tax collections were up $0.5 billion, primarily 
reflecting the recent advances in employment. 
Corporate income tax collections were up $0.4 billion, 
primarily reflecting continued strength in corporate 
profits. Goods and services tax collections increased 
$0.2 billion, reflecting continued strength in consumer 
demand. The decline in non-tax revenues was due to 

a correction for overstatements in previous months. 


Most of the year-over-year decline in program 
spending was concentrated in transfers to other levels 
of government (down $0.3 billion) and operating and 
capital expenditures of government departments 
(down $0.2 billion). Within transfers to other levels 

of government, the decline in cash transfers under the 
Canada Health and Social Transfer (CHST) reflected 
both the reduction in total entitlements and the rising 
value of tax point transfers. The decline in public debt 
charges reflected the impact of lower interest rates. 


_ Deficit for April to August 1997 
— down $8.1 billion 


- Over the first five months of the 1997-98 fiscal year, 

_ the deficit amounted to $0.2 billion, down $8.1 billion 
from the same period a year ago. This turnaround 
was attributable to the impact of restraint measures 
introduced in the 1994 and 1995 budgets, the 
increasing strength in the economy, and timing 
factors, notably the acceleration of monthly 

_ employment insurance premium revenues within 


the year. Budgetary revenues were up $5.2 billion 
(10.1 per cent), program spending declined $1.9 billion 
(4.8 per cent), while public debt charges were 

$1.0 billion lower (5.0 per cent). 


Financial surplus of $5.4 billion 

in April to August period 

In the first five months of 1997-98, there was a 
financial surplus of $5.4 billion. This resulted from a 
net source of funds from foreign exchange transactions 
of $3.9 billion, a net source of funds from non- 
budgetary transactions of $1.7 billion and a budgetary 
deficit of $0.2 billion. Cash balances were $5.7 billion 
lower over the first five months of 1997-98. As a 
result, since the beginning of the 1997-98 fiscal year, 
the Government of Canada has been able to retire 
$11.0 billion of marketable debt. 


Caution should be exercised in extrapolating these 
monthly results to date to gain an assessment of the 
possible outcome for the fiscal year as a whole. Some 
of the improvement to date is due to special factors — 
for example, the increase in employment insurance 
premium revenues, which will be reversed in future 
months, thereby having no impact on the outcome for 
the fiscal year as a whole, or to one-time developments 
(increase in personal income tax collections due to 
taxes paid on filing related to the 1996 taxation year) 
that will not be repeated in future months. 


Budgetary revenues up 

in April to August period 

Over the April to August 1997 period, budgetary 
revenues were up $5.2 billion, or 10.1 per cent. About 
three-quarters of this increase 1s attributable to stronger 
economic conditions. The rest was due to an 
acceleration in employment insurance premium 
revenues, which will be offset in coming months. 
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Table | 
Summary statement of transactions 


August April to August 
1996 LOO 1996-97 1997-98 


(millions of dollars) 


Budgetary transactions 


Revenues 9,992 10,925 51,398 56,599 

Program spending -8,187 -7,816 -40,602 -38,653 

Operating surplus 1,805 3,109 10,796 17,946 

Public debt charges -3,688 -3,635 -19,128 -18,164 

Deficit/surplus -1,883 -526 -8,332 -218 
Non-budgetary transactions gi 824 1,728 1,706 
Financial requirements/surplus (excluding 

foreign exchange transactions) -626 298 -6,604 1,488 
Foreign exchange transactions 556 -97 Mt 3530/0 
Total financial requirements/surplus -70 201 -5,483 5,361 
Unmatured debt transactions 9) -153 1,178 -11,028 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


¢ Personal income tax collections were up ¢ Good and services tax collections were up 
$2.1 billion, reflecting higher deductions at source $0.6 billion, largely attributable to the strength 
from employment income, in line with the strong in consumer demand. 


gains in employment, as well as higher taxes paid 
on filing, relating to stronger income growth in the 
1996 taxation year. 


¢ The decline in customs import duties reflected the 
impact of tariff reductions under multilateral trade 
agreements. Other excise taxes and duties were 

¢ Corporate income tax collections were up up slightly. 
$1.4 billion, while other income taxes, primarily 
non-resident withholding taxes, increased by 
$0.1 billion. These increases reflected the 
continued strength in corporate profits, in line 
with the strengthening economy. 


e The decline in non-tax revenues was attributable to 
lower earnings on investments, reflecting the impact 
of the decline in interest rates. 


Program spending lower 
¢ Employment insurance premium revenues were up in April to August period 
$1.3 billion. All of this increase reflected timing 
factors, which will be reversed in the latter half of 
the calendar year, thereby having no effect on the 
deficit outcome for 1997-98. In January 1997, there 

was a change to the base on which premium rates 
are levied, from weekly maximum insurable 
earnings to annual maximum insurable earnings. 


Program spending declined $1.9 billion, or 

4.8 per cent in the first five months of 1997-98, 
compared to the same period last year, with all major 
components lower. The decline in program spending 
was primarily attributable to the effect of the restraint 
measures introduced in the 1994 and 1995 budgets. 


This change results in an acceleration of premium ¢ Major transfers to persons declined $0.2 billion, 
payments from the latter half of the calendar year to solely due to lower employment insurance benefits, 
the first half. This change does not affect the amount as elderly benefits were up. The decline in 

paid by most employees and employers for the employment insurance benefits was primarily due to 
calendar year as a whole. However, those earning lower average benefits and a decline in the number 
above the annual maximum insurable earnings will of beneficiaries, primarily reflecting the impact of 
pay more of their premium liability earlier in the reform measures. 


calendar year and less at the end. 
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[able 2 
Budgetary revenues 
August April to August 
Per cent 
1996 1997 1996-97 1997-98 change 
(millions of dollars) (%) 
ncome taxes 
Personal income tax A SSHS SAO YT 27,686 2 
Corporate income tax 873 IL 2Sil 5,038 6,438 27.8 
Other income tax revenue 1532 134 895 993 10.9 
Total income tax 5,598 6,456 3510 Sh) ti 
{mployment insurance premium revenues 1,609 1,677 Cedaal 9,055 16.5 
/xcise taxes and duties 
Goods and services tax P3238 PSA 5,441 6,031 10.8 
Customs import duties 223 ei 905 799 -11.7 
Other excise taxes and duties 726 Ws 3,201 327 1.6 
Total excise taxes and duties DOP) DMS 9,547 10,082 5.6 
otal tax revenues 9,479 10,648 48,828 54254 WAL Al 
Non-tax revenues S13 217 2,510 DASA) -8.8 
Total budgetary revenues 9,992 10,925 51,398 56,599 10.1 


- Major transfers to other levels of government were 
down $1.6 billion, reflecting lower cash transfers 
under the Canada Health and Social Transfer and 
Equalization. In the February 1995 budget, the 
government set total entitlements under the CHST 
for 1997-98 at $25.1 billion, down $1.8 billion 
from 1996-97. These entitlements are paid to the 
provinces in the form of tax point transfers and 
cash. The tax point transfer component represents 
the value of “tax room” which the federal 
government made available to provinces, allowing 
the provinces to increase their tax rates by an 


equivalent amount, with no impact on the taxpayer. 


_ The value of the tax point transfer increases in line 
_ with the growth in the applicable tax bases. The 

_ cash transfer, therefore, is the difference between 
the entitlement and an increasing value in the tax 
point transfer. Being a residual, the cash transfer, 
which is part of program spending, is affected not 
only by the change in entitlements, but also by the 
growth in the value of the tax point transfer. Cash 

_ transfers under the CHST were down $1.2 billion 
over the first five months of 1997-98, compared 

to the same period last year, of which about 

$0.8 billion was attributable to the reduction in 

_ entitlements with the remainder due to the increase 
in the value of the tax point transfer. Equalization 


transfers were down $0.3 billion. As indicated in 
the 1997 budget, these transfers are expected to 
be lower in 1997-98, reflecting lower provincial 
revenue growth due to tax reductions in some 
provinces, population shifts between equalization- 
receiving provinces and the non-equalization- 


" receiving provinces, as well as strong resource 


revenues in some of the equalization-receiving 
provinces. 


Direct program spending — that is, total program 
spending less the major transfers to persons and 
other levels of government — declined by 

$0.1 billion. This component includes subsidy 

and other transfer payments, payments to Crown 
corporations, and the operating and capital costs of 
government, including defence. In contrast to the 
reduction in entitlements to other levels of 
government, which took effect in 1996-97, the 
restraint measures introduced in the 1994 and 

1995 budgets resulted in significant reductions 
beginning in 1995-96. In addition, the restraint 
measures announced as part of the March 1996 
budget Program Review exercise will further reduce 
spending in this component in 1998-99. In contrast, 
the reduction in CHST cash transfers, announced 
in the March 1996 budget for 1998-99, will not 
proceed. The government has proposed that cash 
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Table 6 


Cash, unmatured debt and debt balances: at August 31 


1996 


1997 


Cash balances at end of period 
In Canadian dollars 
In foreign currencies 


Total cash balance 


Unmatured debt balance 
Payable in Canadian dollars 
Marketable bonds 
Treasury bills 
Canada Savings Bonds 
Other 


Subtotal 


Less: Government’s holdings of unmatured debt 


Total 


Payable in foreign currencies 
Marketable bonds 
Notes and loans 
Canada bills 
Canada notes 


Total 


Total unmatured debt 


(millions of dollars) 


4,207 3,541 
31 157 
4,238 3,698 
265,393 291,401 
153,900 117,500 
30,157 32,049 
4,364 4,300 
453,814 445,250 
357 320 
453,457 444,930 
9,514 11,745 

0 0 

6,834 7,486 
921 1,795 
17,269 21,026 
470,726 465,956 
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Table 3 
Budgetary expenditures 


August April to August 
Per cent 
1996 1997 1996-97 1997-98 change 
(millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,784 1,858 8,839 9,148 2h) 
Employment insurance benefits 941 836 5,22 4,569 -10.8 
Total 2120 2,694 13,961 SATA -1.7 
Other levels of government 
Canada Health and Social Transfer | oe! 1,026 6,270 5,095 -18.7 
Fiscal transfers 810 WS A123 Big -8.5 
Alternative Payments 
for Standing Programs -169 -178 -844 -888 ay. 
Total 1,895 1,603 9,549 7,979 -16.4 
Subsidies and other transfers 
Agriculture 61 ek, 243 145 -40.3 
Foreign Affairs 149 138 548 545 -0.5 
Human Resources Development -39 86 514 493 -4.] 
Indian and Northern Development 243 248 1,707 Sly 6.4 
Industry & Regional Development 168 164 501 568 13.4 
Veterans Affairs 112 1? 563 570 2 
Other bs5 27 953 320 38.5 
Total 829 998 5,029 5,458 8.5 
Total transfers 5,449 5,295 28,539 Oe ey -4.9 
Payments to Crown corporations 
Canadian Broadcasting Corporation 66 65 440 ewe) -13.9 
Canada Mortgage and Housing Corporation 1tS Ake) 722 639 -11.5 
Other 123 108 494 469 -5.1 
Total 308 292 1,656 1,487 -10.2 
Operating and capital expenditures 
Defence 849 750 BS» 3,146 -6.2 
All other departmental expenditures 1,581 1,479 72052 6,866 =2.6 
Total 2,430 2,229 10,407 10,012 -3.8 
Total program expenditures 8,187 7,816 40,602 38,653 -4.8 
Public debt charges 3,688 3,635 19,128 18,164 =>) 0) 
‘Total budgetary expenditures LESTS 11,451 59,730 56,817 -4.9 


transfers over the 1997-98 to 2002-03 will never 


fall below $12.5 billion — the level of cash transfers 


currently estimated for 1997-98. Within direct 


program spending, other transfer payments were up, 


primarily reflecting the timing of payments, while 
payments to Crown corporations, defence and 

all other departmental spending were lower. 
These declines primarily reflected the impact of 


restraint measures. 


Public debt charges lower 
in April to August period 


Public debt charges were down $1.0 billion, or 


5.0 per cent, on a year-over-year basis. This decline 
was attributed to lower average effective interest rates 


on the federal government’s debt, as well as a 


reduction in net borrowing requirements, reflecting 
the improvement in the overall budget situation. 
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Table 4 
The deficit and financial requirements/surplus 
August April to August 
1996 1997 1996-97 1997-98 
(millions of dollars) 
Deficit(-)/surplus(+) -1,883 -526 -8,332 -218 
Loans, investments and advances 
Crown corporations 58 ai 609 140 
Other ] 4] -249 -49 
Total 59 98 360 91 
Specified purpose accounts 
Canada Pension Plan Account -305 -289 336 400 
Superannuation accounts -209 -985 121 882 
Other 56 -9] 69 -302 
Total -458 -1,365 2,126 980 
Other transactions 1,656 2,091 -758 635 
Total non-budgetary transactions IepAsyy 824 Ci28 1,706 
Financial requirements/surplus 
(excluding foreign exchange transactions) -626 298 -6,604 1,488 
Foreign exchange transactions 556 -97 it 3,873 
Total financial requirements/surplus -70 201 -5,483 5,368 
Table 5 
Financial requirements/surplus and unmatured debt transactions 
August April to August 
1996 1997 1996-97 1997-98 
(millions of dollars) 
Total financial requirements/surplus -70 201 -5,483 5,361 
Unmatured debt transactions 
Payable in Canadian dollars 
Marketable bonds 100 3,600 12,628 8,838 
Canada Savings Bonds -218 -237 -1,271 -1,444 
Treasury bills -300 -4,600 - 12,200 -17,900 
Other -1 -1 886 832 
Subtotal -419 =1,238 43 -9,674 | 
Less: Government’s holdings of unmatured debt 102 107 677 638 
Total -317 lel sl 720 -9,036 
Payable in foreign dollars 
Marketable bonds 0 61 0 -7 16a 
Notes and loans 0 0 0 0 
Canada bills -110 O17 -153 -950 
Canada notes 0 0 611 -326 
Total -110 978 458 -1,992 
Total unmatured debt transactions -427 -153 1,178 -11,028 
Change in cash balance -497 48 -4,305 -5,667 
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Highlights of financial results for September 1997 


Budgetary surplus of $2.0 billion recorded in September 1997 


A surplus of $2.0 billion was recorded in September 1997 — a net improvement of $0.6 billion from the surplus of 
$1.3 billion recorded in September 1996. Budgetary revenues were up $0.3 billion (2.5 per cent), while program 
spending declined $0.3 billion (4.2 per cent). Public debt charges were up slightly. 


The increase in budgetary revenues was primarily due to higher corporate income tax collections (up $0.3 billion), 
reflecting the continued strength in corporate profits. Personal income tax collections were up $0.1 billion, 
primarily attributable to higher installment payments. The decline in goods and services tax collections was largely 
due to unusually low refunds reported in September 1996. Employment insurance premium revenues were also 
below last year’s level, reflecting the impact of the change in remittance requirements that came into effect in 
January 1997. 


The decline in program spending reflected the impact of previous budget actions. Lower spending was reported in 
all major components with the exception of transfers to persons and expenditures related to Crown corporations. 
Within major transfers to persons, employment insurance benefits were up, as higher expenditures for training 
programs more than offset lower regular benefit payments. The increase in expenditures related to Crown 
corporations reflected timing considerations. The slight increase in public debt charges was attributable to 

accrual adjustments related to previous periods. 


Deficit for April to September 1997 down $8.7 billion 


Over the first six months of the 1997-98 fiscal year, a surplus of $1.7 billion was reported, an improvement of 
$8.7 billion from the same period last year. This year-over-year improvement was largely attributable to the 
increasing strength in the economy and the impact of previous budget measures. Budgetary revenues were up 
$5.5 billion (8.6 per cent), program spending declined $2.3 billion (4.7 per cent), while public debt charges were 
$0.9 billion lower (4.0 per cent). 


Financial surplus 


With a budgetary surplus of $1.7 billion and a net source of funds from non-budgetary transactions of $1.4 billion, 
there was a financial surplus, excluding foreign exchange transactions, of $3.1 billion, compared to a net 
requirement of $4.3 billion over the same period last year. Foreign exchange transactions provided the 
government with a net source of funds amounting to $3.3 billion over the April to September 1997 period, 
compared to a net source of $0.3 billion over the six months in 1996-97. As a result, there was a total financial 
surplus of $6.4 billion to date, compared to a net requirement of $3.9 billion over the same period last year. 

There was a net repayment of marketable debt of $13.0 billion in the first six months of 1997-98. 


In the October 15, 1997 Economic and Fiscal Update, the government indicated that the budget would be balanced 
no later than 1998-99. However, caution should be exercised in extrapolating these monthly results to gain an 
assessment of the possible outcome for the year as a whole. Some of the improvement to date was due to special 
factors — for example, all of the year-to-date increase in employment insurance premiums will be reversed by the 
end of the calendar year, thereby having no impact on the budget outcome for the year as a whole — or to one-time 
developments (part of the increase in personal income tax collections due to higher taxes paid on filing, in 

respect of the 1996 taxation year). 
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Table 1 


Summary statement of transactions 


-_ September April to September 
1996 1997 1996-97 1997-98 
(millions of dollars) 
Budgetary transactions 

Revenues 13,176 13,505 64,574 70,104 
Program spending -8,213 -7,865 -48,815 -46,518 
Operating surplus 4,963 5,640 [5159 23,586 
Public debt charges -3,635 -3,681 -22,763 -21,845 
Deficit/surplus 1,328 1,959 -7,004 1,741 
Non-budgetary transactions 1,030 -303 2,754 1,403 

Financial requirements/surplus (excluding 
foreign exchange transactions) 2,358 1,656 -4,250 3,144 
Foreign exchange transactions -791 -585 330 3,288 
Total financial requirements/surplus 1,567 LOvd -3,920 6,432 
Unmatured debt transactions -1,578 -1,99] -400 -13,019 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


The federal budgetary balance 
1996-97 and 1997-98 oo 


Year to date _ 


billions of dollars 
5 


EE 1996-97 
[__] 1997-08 
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First 
quarter 


Second 
quarter 


Third 
quarter 


Fourth 
quarter 


Fiscal 
year 


Budgetary revenues up 
in April to September period 


Over the April to September 1997 period, budgetary 
revenues were up $5.5 billion, or 8.6 per cent, on a 
year-over-year basis. Of this increase, $1.2 billion 

was attributable to the acceleration of employment 
insurance premium revenues, which will be reversed | 
over the latter half of the calendar year, with the 

remainder attributable to continued strength in 

the economy. 


Personal income tax collections were up $2.2 billion, 
or 6.8 per cent. This increase was due to higher taxes 
paid on filing and quarterly installment payments, 
relating to the 1996 taxation year and to higher 
deductions at source from employment, in line with 
the strong gains in employment this year. 


Corporate income tax collections were up 
$1.7 billion, or 28.3 per cent, attributable to an 
increase in corporate profits, in line with the 
strengthening economy. 


Employment insurance premium revenues were up 
$1.2 billion, or 12.8 per cent. This increase was 
entirely attributable to timing considerations, which 
will be reversed over the latter half of the calendar 
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Table 2 
Budgetary revenues 
September April to September 
Per cent 
1996 1997 1996-97 1997-98 change 
(millions of dollars) (%) 
Income taxes 
Personal income tax 6,866 6,953 32,443 34,639 6.8 
Corporate income tax 1,059 1,384 6,096 To22 28.3 
Other income tax revenue 187 198 1,081 1,191 10.2 
Total income tax 8,112 8,535 39,620 43,652 10.2 
Employment insurance premium revenues 1,616 1,538 9387, 103593 12.8 
Excise taxes and duties 
Goods and services tax 1,982 1,873 T4235 7,904 6.5 
Customs import duties 240 262 i i's) 1,061 -7.3 
Sales and excise taxes ie) 808 3,954 4,059 27 
Total excise taxes and duties 2.979 2,943 12522 13,024 4.0 
Total tax revenues 12,703 13,016 61,529 67,269 9.3 
Non-tax revenues 473 489 3,045 2,835 -6.9 
Total budgetary revenues 13,176 133505 64,574 70,104 8.6 


year, thereby having no effect on the deficit outcome 
for 1997-98. In January 1997, there was a change to 
the base on which premiums are levied, from weekly 
maximum insurable earnings to annual maximum 
insurable earnings. This change results in an 
acceleration of premium payments from the last 

four months of the calendar year to the first eight 
months. This change does not affect the amount paid 
by most employees and employers for the calendar 
year as a whole. However, those earning above the 
annual maximum insurable earnings will pay more 
of their premium liability earlier in the calendar year 
and less at the end. 


i 1006-07 : 
~— L_] 1997-98 


¢ Net GST collections were up $0.5 billion, or 
6.5 per cent, in line with the continued strength 
in consumer demand. 1s 


¢ Customs import duties were down $0.1 billion, 
or 7.3 per cent, in large part reflecting the impact of 10 
tariff reductions. Other excise taxes and duties were 
up $0.1 billion, or 2.7 per cent, primarily reflecting 


higher receipts from energy taxes. 5 - 
¢ Non-tax revenues, consisting of return on investments 


and other non-tax revenues, such as fees and proceeds 


“17: Total Personal Corporate Other 
from sales, among others, were down $0.2 billion or come income 
6.9 per cent, primarily reflecting lower earnings on tax 


investments, due to the effect of lower interest rates. 
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Program spending lower 
in April to September period 


Program spending declined by $2.3 billion, or 

4.7 per cent, in the first six months of 1997-98, 
compared to the same period last year. The decline 
in program spending was primarily attributable to the 
effect of the restraint measures introduced in the 
1994 and 1995 budgets, and to a lesser extent, the 
growth in the economy. 


¢ Major transfers to persons declined $0.2 billion, 
solely due to lower employment insurance benefits, 
as elderly benefits were up. The decline in 
employment insurance benefits was primarily due 
to lower average benefits and a decline in the 
number of beneficiaries, primarily reflecting the 
impact of reform measures and a decline in the 
number of unemployed. 


¢ Major transfers to other levels of government were 
down $1.9 billion, reflecting lower cash transfers 
under the Canada Health and Social Transfer (CHST) 
and Equalization. In the February 1995 budget, the 
government set total entitlements under the CHST 
for 1997-98 at $25.1 billion, down $1.8 billion from 
1996-97. These entitlements are paid to the provinces 
in the form of tax point transfers and cash. The tax 
point transfer component represents the value of 
“tax room” which the federal government made 
available to provinces, allowing the provinces to 
increase their tax rates by an equivalent amount, with 
no impact on the taxpayer. The value of the tax point 
transfer increases in line with the growth in the 
applicable tax bases. The cash transfer, therefore, is 
the difference between the entitlement and an 
increasing value in the tax point transfer. Being a 
residual, the cash transfer, which is part of program 
spending, is affected not only by the change in 
entitlements, but also by the growth in the value of 
the tax point transfer. Cash transfers under the CHST 
were down $1.4 billion over the first six months of 
1997-98, compared to the same period last year, of 
which about $1 billion was attributable to the 
reduction in entitlements with the remainder due to 
the increase in the value of the tax point transfer. 
Equalization transfers were down $0.4 billion. 
As indicated in the 1997 budget, these transfers are 
expected to be lower in 1997-98, reflecting lower 
provincial revenue growth due to tax reductions 
in some provinces, population shifts between 
equalization-receiving provinces and the 
non-equalization-receiving provinces, as well 
as strong resource revenues in some of the 
equalization-receiving provinces. 


¢ Direct program spending — that is, total program 


spending less the major transfers to persons and other 
levels of government — declined by $0.3 billion. 

This component includes subsidy and other transfer 
payments, payments to Crown corporations, and the 
operating and capital costs of government, including 
defence. In contrast to the reduction to entitlements 
to other levels of government, which took effect in 
1996-97, the restraint measures introduced in the 
1994 and 1995 budgets resulted in significant 
reductions beginning in 1995-96. In addition, 

the restraint measures announced as part of the 
March 1996 budget Program Review exercise will 
further reduce spending in this component in 
1998-99. In contrast, the reduction in CHST cash 
transfers, announced in the March 1996 budget for 
1998-99, will not proceed. The government has 
committed to increase the $11 billion cash component 
to $12.5 billion. Therefore, cash transfers to the 
provinces over the 1997-98 to 2002-03 period will 
not fall below $12.5 billion — the level of cash 
transfers currently estimated for 1997-98. Within 
direct program spending, other transfer payments 
were up, primarily due to payments associated with 
the sale of the Air Navigation System to Nav Canada, 
while expenditures relating to Crown corporations, 
defence and all other departmental spending were 
lower. These declines primarily reflected the impact 
of restraint measures. 


Budgetary expenditures 
1996-97 and 1997-98 


April to September 


_Year-over-year growth 


per cent change 
4 ) 
BB 1996-97 | 
[| 1997-98 
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Table 3 
Budgetary expenditures 
September April to September 
Per cent 
1996 1997 1996-97 1997-98 change 
(millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,825 1,866 10,664 11,014 3.3 
Employment insurance benefits 826 856 — 5,948 3,425 -8.8 
Total ZOS1 2122 16,612 16,439 -1.0 
Other levels of government 
Canada Health and Social Transfer 1,254 LO} W324 6,107 -18.8 
Fiscal transfers 789 ibe) 4,912 4,527 -7.8 
Alternative Payments for Standing Programs -169 -178 -1,013 -1,065 eee 
Total 1,874 1,589 11,423 9,569 -16.2 
Subsidies and other transfers 
Agriculture 68 71 Sit 216 -30.5 
Foreign Affairs 133 VA 681 672 -1.3 
Human Resources Development 176 124 690 618 -10.4 
Indian and Northern Development 301 B12. 2,009 2,129 6.0 
Industry and Regional Development We es) ey) 667 16.4 
Veterans Affairs ia) 118 676 688 1.8 
Other 259 wee 2 1212 Ss PRS 
Total Pi22 1,088 6,152 6,547 6.4 
Total transfers 5,647 5399 34,187 SPAS: -4.8 
Payments to Crown corporations 
Canadian Broadcasting Corporation 64 69 504 448 -11.1 
Canada Mortgage and Housing Corporation a? 118 874 ey! -13.4 
Other 12 108 566 576 1.8 
Total 288 205 1,944 1,781 -8.4 
Operating and capital expenditures 
Defence 768 139 4,123 3.905 -5.3 
All other departmental expenditures PSl0 je 8,561 S27 -3.3 
Total 2218 NGA 12,684 12,182 -4.0 
Total program expenditures 8,213 7,865 48,815 46,518 -4.7 
Public debt charges 3055 3,681 225103 21,845 -4.0 


Total budgetary expenditures 11,848 11,546 AUSIS 68,363 -4.5 
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Table 4 
The deficit and financial requirements/surplus 
September _ ; April to September 
1996 1997, 1996-97 1997-98 
(millions of dollars) 
Deficit/surplus 1328 959. -7,004 1,741 
Loans, investments and advances 
Crown corporations 148 249 758 389 
Other _ 132 alulsy -383 -164 
Total 16 134 37D 225 
Specified purpose accounts 
Canada Pension Plan Account 484 425 819 825 
Superannuation accounts 2502 2,686 4,283 3,568 
Other 20 30 88 -272 
Total 3,066 3,141 Belo) 4,121 
Other transactions -2,052 -3,578 -2,811 -2,943 
Total non-budgetary transactions 1,030 -303 2,754 1,403 
Financial requirements/surplus 2358 1,656 -4,250 3,144 
(excluding foreign exchange transactions) 
Foreign exchange transactions -79] -585 330 3,288 
Total financial requirements/surplus 567 1,071 -3,920 6,432 
Table 5 
Financial requirements/surplus and unmatured debt transactions 
; September | __ April to September 
1996 1997 1996-97 1997-98 
(millions of dollars) 
Total financial requirements/surplus 1567. 1,071 -3,920 6,432 
Unmatured debt transactions 
Payable in Canadian dollars 
Marketable bonds 950 L012 13,578 9.850 
Canada Savings Bonds -206 -195 -1,477 -1,639 
Treasury bills -1,700 -2,200 -13,900 -20,100 
Other -527 -453 380 
Subtotal -1,483 -1,836 -1,799 -11,509 
Less: Government’s holding of unmatured debt Ley sotl> _ 790 756 
Total -1,370 -1,717 -1,009 -10,753 
Payable in foreign currencies 
Marketable bonds 0 0 0 -716 
Notes and loans ) 0 0 0 
Canada bills -208 -274 -361 -1,224 
Canada notes nee) 0 611 -326 
Total -208 -274 250 -2,266 
Total unmatured debt transactions phos -1,991 -759 -13,019 
Change in cash balance ey i -6,587 
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Table 6 


Cash, unmatured debt and debt balances: at September 30 


1996 1997 


Cash balances at end of period 


In Canadian dollars 
In foreign currencies 


Total cash balance 


Unmatured debt balance 


Payable in Canadian dollars 
Marketable bonds 
Treasury bills 
Canada Savings Bonds 
Other 


Subtotal 
Less: Government’s holdings of unmatured debt 
Total 


Payable in foreign dollars 
Marketable bonds 
Notes and loans 
Canada bills 
Canada notes 


Total 


Total unmatured debt 


(millions of dollars) 


4,207 2,715 
19 63 
4,226 oak 
266,343 292,413 
152,200 115,300 
29,951 31,855 
3,837 3,848 
452,331 443,416 
244 202 
452,087 443,214 
9,514 11,744 

0 0 

6,625 7210 
921 1,795 
17,060 20,751 
469,147 463,965 


Public debt charges lower 
in April to September period 


Public debt charges were down $0.9 billion, or 

4.0 per cent, on a year-over-year basis. This decline 
was attributed to lower average effective interest rates 
on the federal government’s debt, as well as a reduction 
in net borrowing requirements, reflecting the 
improvement in the overall budget situation. 


Financial surplus 
in April to September period 


Financial requirements/surplus measure the difference 
between cash coming in to the government and cash 
going out. Financial requirements are usually lower than 
the budgetary deficit, as the former includes transactions 
in loans, investments and advances, federal employees’ 
pension accounts, other specified purpose accounts, and 
other financial assets and liabilities. These activities are 
included as part of non-budgetary transactions. In 
addition, the budgetary deficit is largely presented on 
the accrual basis of accounting. The conversion from 


accrual to cash is also reflected in non-budgetary 
transactions. Non-budgetary transactions usually 
provide the government with a net source of funds. 


Non-budgetary transactions provided the government 
with a net source of funds over the April to September 
1997 period, amounting to $1.4 billion, compared to a 
net source of $2.8 billion in the same period last year. 
The lower source was attributable to the transfer of 
applicable pension assets to Nav Canada and the 
special one-time payment to the Canada Foundation 
for Innovation. 


With a budgetary surplus of $1.7 billion and a net source 
of funds from non-budgetary transactions of $1.4 billion, 
there was a financial surplus, excluding foreign 
exchange transactions, of $3.1 billion in the first 

six months of 1997-98, compared to a net requirement 
of $4.3 billion in the same period last year. 


The purpose of the Foreign Exchange Account is to 
promote order and stability in the foreign exchange 
market. It fulfills this function by buying foreign 

exchange (selling Canadian currency) when there is 
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upward pressure on the value of the Canadian dollar 
and selling foreign exchange (buying Canadian dollars) 
when there is downward pressure. Foreign exchange 
transactions resulted in a net source of $3.3 billion in 
the first six months of 1997-98, compared to a source 
of $0.3 billion in the same period last year. 


As a result, there was a financial surplus, including 
foreign exchange transactions, of $6.4 billion in the 
April to September 1997 period. In the same period last 
year, there was a net requirement of $3.9 billion. 


In the first six months of 1997-98, the federal 
government retired $13.0 billion of its marketable debt. 
The structure of the government’s debt has also changed 
significantly, in order to reduce further the exposure to 
unexpected changes in interest rates. The share of debt 
held in short-term floating rate instruments, primarily 
Treasury bills, has been reduced, while the share held 


in longer-term rate instruments has increased. 
Cash balances as of September 30, 1997 amounted 
to $2.8 billion. 


The Debt Servicing and Reduction Account 


In June 1991, legislation to establish the Debt Servicing 
and Reduction Account received Royal Assent. As a 
result, effective April 1, 1991, all goods and services tax 
revenues net of the applicable input tax credits, rebates 
and the low-income credit, along with the net proceeds 
from the sale of Crown corporations and gifts to the 
Crown identified for debt reduction, must, by law, 

go directly to the Debt Servicing and Reduction 
Account. The funds in this Account can only be used 

to pay the cost of servicing the public debt and, 
ultimately, to reduce the debt. The Account is audited 
on an annual basis by the Auditor General of Canada. 


Table 7 
Debt Servicing and Reduction Account (DSRA) 
1991-92 1992-93 1993-94 1994-95 1995-96 1996-97 
(millions of dollars) 
Gross GST collected 29,564 30,516 32,092 36,715 38,048 40,733 
Less: 
Refunds and rebates 112330 [2138 [vas agi |b 18,874 19,782 
Quarterly low-income tax credit 22025 2,503 2,685 2,916 _ 2,799 2,012 
Net GST 15,168 14,868 15,696 16,787 16,374 18,079 
GST penalties and interest received 19 71 90 129 135 139 
Gains from wind-up of interest in 
Crown corporations/disposal of 
shares in Crown corporations 2 110 a2) 
Gifts to the Crown aes Up Ole 2 310. 26Gegi ea Sa 0.3 0.3 
18,238 | 


Proceeds to the DSRA 15,190 


15,050 


15,786 16,835 


Source: Public Accounts of Canada — 1997 
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Highlights of financial results for October 1997 


Deficit of $0.9 billion in October 1997 


There was a deficit of $0.9 billion in October 1997, up 
$0.4 billion from October 1996. However, the October 
1996 deficit figures included the one-time cash proceed 

of $1.5 billion from the sale of the Air Navigation System. 
Excluding this impact from the October 1996 results, the 
underlying improvement on a year-over-year basis was 
$1.1 billion. 


On a year-over-year basis, budgetary revenues declined 
$0.9 billion (7.2 per cent). Excluding the impact of the 
sale of the Air Navigation System in October 1996, 

the underlying increase in budgetary revenues was 

$0.6 billion, or 6.0 per cent. Within budgetary revenues, 
personal income tax collections were up $0.4 billion, 
primarily reflecting the advances in employment; 
corporate income tax collections were up $0.1 billion, 
primarily reflecting continued strength in corporate 
profits; while goods and services tax (GST) collections 
increased $0.3 billion, reflecting continued strength in 
consumer demand. Employment insurance premium 
revenues were $0.2 billion lower, reflecting the impact 
of the change in remittance requirements that came 

into effect in January 1997. Non-tax revenues were 
$1.7 billion lower, primarily due to the one-time impact 
in October 1996 of the proceeds from the sale of the 
Air Navigation System. 


Program spending was again lower on a year-over-year 
basis — down $0.2 billion (2.5 per cent) from October 
1996. Most of this decline was concentrated in lower 
employment insurance benefits and transfers to other 
levels of government. Within transfers to other levels 
of government, the decline in cash transfers under the 
Canada Health and Social Transfer (CHST) reflected 
both the reduction in total entitlements and the rising 
value of tax point transfers. 


Public debt charges were $0.2 billion (5.1 per cent) lower 
than in October 1996, reflecting the impact of lower 
interest rates. 


Surplus for April to October 1997 
of $0.8 billion 


Over the first seven months of the 1997-98 fiscal year, 
there was a surplus of $0.8 billion. This was an 
improvement of $8.3 billion from the deficit of 

$7.5 billion reported for the first seven months of 
1996-97. This turnaround was attributable to the 
increasing strength in the economy, the impact of restraint 
measures introduced in the 1994 and 1995 budgets, and 
timing factors, notably the acceleration of monthly 
employment insurance premium revenues within the year. 
Budgetary revenues were up $4.7 billion (6.1 per cent), 
program spending declined $2.5 billion (4.4 per cent), 
while public debt charges were $1.1 billion lower 

(4.2 per cent). 


_ Financial surplus of $7.5 billion 


in April to October period 


With a budgetary surplus of $0.8 billion and a net source 
of funds from non-budgetary transactions of $2.7 billion, 
there was a financial surplus, excluding foreign exchange 
transactions, of $3.5 billion, an improvement of 

$7.9 billion from the same period in 1996-97. There was 
a net source of funds amounting to $4.0 billion from 
foreign exchange transactions. In total, therefore, there 
was a financial surplus of $7.5 billion, an improvement 
of $13.0 billion from the same period last year. Cash 
balances were $3.9 billion lower over the first seven 
months of 1997-98. As a result, since the beginning of 
the 1997-98 fiscal year, there has been a $11.0 billion 
retirement of marketable debt. 


Caution should be exercised in extrapolating these 
monthly results to date to gain an assessment of the 
possible outcome for the fiscal year as a whole. Some of 
the improvement to date is due to special factors — for 
example, the increase in employment insurance premium 
revenues, which will be reversed in future months, thereby 
having no impact on the outcome for the fiscal year as a 
whole, or to one-time developments (increase in personal 
income tax collections due to taxes paid on filing related 
to the 1996 taxation year) that will not be repeated in 
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Table 1 
Summary statement of transactions 


Budgetary transactions 


Revenues 
Program spending 


Operating surplus 
Public debt charges 
Deficit/surplus 


Non-budgetary transactions 


Financial requirements/surplus (excluding 


foreign exchange transactions) 


Foreign exchange transactions 


Total financial requirements/surplus 


Unmatured debt transactions 


October April to October 

1996 1997 1996-97 1997-98 
(millions of dollars) 

12,080 11,216 76,654 81,320 
-8,746 -8,529 -57,561 -55,046 
3,334 2,687 19,093 26,274 
-3,830 -3,633 -26,593 -25,479 
-496 -946 -7,500 795 
344 ie 3,102 pig g NS: 
-152 oil -4,398 3,514 
-1,457 677 -1,127 3,965 
-1,609 1,048 -5,525 7,459 
45 1,614 -355 -11,405 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


future months. In the October 15, 1997 Economic and 
Fiscal Update, the government indicated that the budget 
would be balanced no later than 1998-99. 


Budgetary revenues up 
in April to October period 
Over the April to October 1997 period, budgetary 


revenues were up $4.7 billion, or 6.1 per cent. Most of this 
increase was attributable to the strength in the economy. 


Personal income tax collections were up $2.6 billion, 
reflecting higher deductions at source from employment 
income, in line with the strong gains in employment, as 
well as higher taxes paid on filing, relating to income 
growth in the 1996 taxation year. 


Corporate income tax collections were up $1.9 billion, 
while other income taxes, primarily non-resident 
withholding taxes, increased by $0.1 billion. These 
increases reflected the continued strength in corporate 
profits, in line with the strengthening economy. 


Employment insurance premium revenues were up 

$1.0 billion. All of this increase reflected timing 

factors, which will be reversed in the next two months 
of the calendar year, thereby having no effect on the 
deficit outcome for 1997-98. In January 1997, there was 
a change to the base on which premium rates are levied, 


from weekly maximum insurable earnings to annual 
maximum insurable earnings. This change results in an 
acceleration of premium payments from the latter half of 
the calendar year to the first half. This change does not 
affect the amount paid by most employees and 
employers for the calendar year as a whole. However, 
those earning above the annual maximum insurable 
earnings will pay more of their premium liability earlier 
in the calendar year and less at the end. With the 
recently announced reduction in employee premium 
rates, from $2.90 per $100 of insurable earnings in 1997 
to $2.70 for 1998, premium revenues for 1997-98 
should be lower than those reported in 1996-97. 


Good and services tax collections were up $0.8 billion, 
largely attributable to the strength in consumer demand. 


The decline in customs import duties reflected the 

impact of tariff reductions under multilateral trade 

agreements. Other excise taxes and duties were up 
$0.2 billion, primarily due to higher energy-related 
taxes. 


Non-tax revenues were down $1.9 billion. Of the 
decline, $1.5 billion was attributable to the inclusion in 
the 1996-97 results of the proceeds from the sale of the 
Air Navigation System. Most of the remaining decline 
was due to lower earnings on investments, reflecting the 
impact of the decline in interest rates. 


The Fiscal Monitor 


Table 2 
Budgetary revenues 
October April to October 
Per cent 
1996 1997 1996-97 1997-98 change 
(millions of dollars) (%) 
Income taxes 
Personal income tax 4,782 5,222 B7R22) 39,861 Us| 
Corporate income tax 192 1,334 7,287 9,156 25.6 
Other income tax revenue 143 184 25 13375 Naps 
Total income tax 6,116 6,740 ASM Si $0,392 10.2 
Employment insurance premium revenues 1,594 1382 10,981 LEG tet 
Excise taxes and duties 
Goods and services tax 1,409 1,725 8,832 9,630 9.0 
Customs import duties 264 305 1,408 L367 -2.9 
Other excise taxes and duties TPM 802 4,677 4,863 4.0 
Total excise taxes and duties 2,394 Deoe 14,917 15,860 6.3 
Total tax revenues 10,104 10,954 PY,635 78,228 9.2 
Non-tax revenues 1,976 262 5,019 3,092 -38.4 
Total budgetary revenues 12,080 L216 76,654 81,320 6.1 
Program spending lower increase their tax rates by an equivalent amount, with no 
in April to October period impact on the taxpayer. The value of the tax point 


transfer increases in line with the growth in the 
applicable tax bases. The cash transfer, therefore, is the 
difference between the entitlement and an increasing 
value in the tax point transfer. Being a residual, the cash 
transfer, which is part of program spending, is affected 
not only by the change in entitlements, but also by the 
growth in the value of the tax point transfer. Cash 
transfers under the CHST were down $1.7 billion over 


Program spending declined $2.5 billion, or 4.4 per cent in 
the first seven months of 1997-98, compared to the same 
period last year, with all major components except 
subsidies and other transfers lower. The decline in total 
program spending was primarily attributable to the effect 
of the restraint measures introduced in the 1994 and 

1995 budgets and, to a lesser extent, to the growth in 


ee onOmy. the first seven months of 1997-98, compared to the 

¢ Major transfers to persons declined $0.4 billion, solely same period last year, of which about $1.1 billion was 
due to lower employment insurance benefits, as elderly attributable to the reduction in entitlements with the 
benefits were up. The decline in employment insurance remainder due to the increase in the value of the tax 
benefits was due to lower average benefits and a decline point transfer. Equalization transfers were down 
in the number of beneficiaries, primarily reflecting the $0.3 billion. As indicated in the 1997 budget, these 
impact of reform measures, and a decline in the number transfers are expected to be lower in 1997-98, reflecting 
of unemployed. lower provincial revenue growth due to tax reductions 


in some provinces, population shifts between 
equalization-receiving and non-equalization-receiving 
provinces, as well as strong resource revenues in some 
of the equalization-receiving provinces. 


* Major transfers to other levels of government were 
down $2.0 billion, reflecting lower cash transfers under 
the CHST and Equalization. In the February 1995 
budget, the government set total entitlements under the 


CHST for 1997-98 at $25.1 billion, down $1.8 billion ¢ Direct program spending — that is, total program 
from 1996-97. These entitlements are paid to the spending less the major transfers to persons and other 
provinces in the form of tax point transfers and cash. levels of government — declined by $0.2 billion. This 
The tax point transfer component represents the value component includes subsidy and other transfer 

of “tax room” which the federal government made payments, payments to Crown corporations, and the 


available to provinces, allowing the provinces to operating and capital costs of government, including 
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Table 3 
Budgetary expenditures 


October April to October 
Per cent 
1996 1997 1996-97 1997-98 change 
(millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,811 1,830 12,476 12,844 2.9 
Employment insurance benefits aE 761 6,919 6,186 -10.6 
Total 2,782 rao Bh 19395 19,030 -1.9 
Other levels of government 
Canada Health and Social Transfer 12267 1,026 8,791 fa iS -18.9 
Fiscal transfers 767 887 5,659 5,414 -4.7 
Alternative Payments 
for Standing Programs -167 -178 -1,180 -1,243 O23 
Total 1,867 135 13,290 11,304 -14.9 
Subsidies and other transfers 
Agriculture 69 102 380 318 -16.3 
Foreign Affairs 111 122 792 794 0.3 
Human Resources Development 19S 168 883 785 -11.1 
Indian and Northern Development 245 249 DOS aS Se 
Industry and Regional Development 186 194 To 861 13.4 
Veterans Affairs 118 ris 794 803 et 
Other 245 oon 1,457 15910 S1cl 
Total 1,167 1,303 7,318 7,848 Tae 
Total transfers 5,816 5,629 40,003 38,182 -4.6 
Payments to Crown corporations 
Canadian Broadcasting Corporation 76 74 580 aoe -10.0 
Canada Mortgage and Housing Corporation 144 167 1,018 924 ee 
Other 159 58 725 634 -12.6 
Total 379 299 REVS 2,080 -10.5 
Operating and capital expenditures 
Defence fee) 822 4,878 4,726 -3.1 
All other departmental expenditures 1,796 1,779 10;357 10,058 -2.9 
Total wat 2,601 15,235 14,784 -3.0 
Total program expenditures 8,746 8,529 57,561 $5,046 -4.4 
Public debt charges 3,830 032 26,593 25,479 -4.2 
Total budgetary expenditures 12,576 1262 84,154 80,525 -4.3 


defence. In contrast to the reduction to entitlements to 
other levels of government, which took effect in 
1996-97, the restraint measures introduced in the 1994 
and 1995 budgets resulted in significant reductions 
beginning in 1995-96. In addition, the restraint 
measures announced as part of the March 1996 budget 
Program Review exercise will further reduce spending 
in this component in 1998-99. In contrast, the reduction 
in CHST cash transfers, announced in the March 1996 
budget for 1998-99, will not proceed. The government 


has proposed that cash transfers over the 1997-98 to 
2002-03 period will never fall below $12.5 billion — the 
level of cash transfers currently estimated for 1997-98. 


Within direct program spending, other transfer 


payments were up, primarily reflecting the timing of 
payments and payments associated with the sale of the 
Air Navigation System to Nav Canada. Payments to 
Crown corporations, defence and all other departmental 
spending were lower. These declines primarily reflected 


the impact of restraint measures. 
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Table 4 
The deficit and financial requirements/surplus 
October April to October 
1996 1997 1996-97 1997-98 
(millions of dollars) 

Deficit(-)/surplus(+) -496 -946 -7,500 195 
Loans, investments and advances 

Crown corporations 3 -118 760 271 

Other 88 24 -293 -140 

Total of -94 467 131 
Specified purpose accounts 

Canada Pension Plan Account 152 164 971 989 

Superannuation accounts -137 -220 4,146 3,348 

Other 50 44 140 -229 

Total 65 -12 mM =. 4,108 
Other transactions 188 1,423 -2,622 -1,520 
Total non-budgetary transactions 344 ESI 7 3,102 eg 
Financial requirements/surplus 

(excluding foreign exchange transactions) -152 371 -4,398 3,514 
Foreign exchange transactions - 1,457 677 -1,127 3,965 
Total financial requirements/surplus - 1,609 1,048 -5,525 7,479 
Table 5 
Financial requirements/surplus and unmatured debt transactions 

October April to October 
1996 1997, 1996-97 1997-98 


(millions of dollars) 


Total financial requirements/surplus - 1,609 1,048 -5,525 7,479 


Unmatured debt transactions 
Payable in Canadian dollars 


Marketable bonds Lea PS eas IK TAOS 
Canada Savings Bonds -345 -428 -1,822 -2,067 
Treasury bills -2,400 4,600 - 16,300 -15,500 
Other -366 -388 -7 -8 
Subtotal -1,336 1,009 -2,776 -10,500 
Less: Government’s holdings of unmatured debt 63 38 853 794 
Total -1,273 1,047 -1,923 -9,706 
Payable in foreign currencies 
Marketable bonds 0 438 0 -278 
Notes and loans 0 0 0 0 
Canada bills 361 198 0 -1,026 
Canada notes 957 -69 1,568 -395 
Total 1,318 567 1,568 -1,699 
Total unmatured debt transactions 45 1,614 -355 -11,405 


Change in cash balance -1,564 2,662 -5,880 -3,926 
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Table 6 
Cash, unmatured debt and debt balances: at October 31 


Cash balances at end of period 


1996 


1997 


(millions of dollars) 


In Canadian dollars 2,662 5,398 
In foreign currencies Z 42 
Total cash balance 2,664 5,440 
Unmatured debt balance 
Payable in Canadian dollars 
Marketable bonds 268,118 289,638 
Treasury bills 149,800 119,900 
Canada Savings Bonds 29,606 31,426 
Other 3,471 3,460 
Subtotal 450,995 444,424 
Less: Government’s holdings of unmatured debt 181 294 
Total 450,814 444,130 
Payable in foreign currencies 
Marketable bonds 9,514 2582 
Notes and loans 0 0 
Canada bills 6,986 LAD 
Canada notes 1,878 | ay Bae 
Total 18,378 21,329 
469,192 465,459 


Total unmatured debt 


Public debt charges lower 
in April to October period 


Public debt charges were down $1.1 billion, or 

4.3 per cent, on a year-over-year basis. This decline was 
attributed to lower average effective interest rates on the 
federal government’s debt, as well as a reduction in net 
borrowing requirements, reflecting the improvement in 
the overall budget situation. 
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Surplus of $0.6 billion in November 1997 


There was a surplus of $0.6 billion in November 1997, 
compared to a deficit of $0.6 billion in November 1996. 
As a result, on a year-over-year basis, there was a net 
improvement in the federal government’s budgetary 
position of $1.2 billion. Budgetary revenues were up 
$0.7 billion (6.6 per cent), program spending declined 
by $0.3 billion (4.3 per cent), while public debt charge 
were $0.1 billion (3.7 per cent) lower. 


Within budgetary revenues, personal income tax 
collections were up $0.2 billion, primarily reflecting 
the advances in employment, corporate income tax 
collections were up $0.3 billion, primarily reflecting 
continued strength in corporate profits, while goods 
and services tax (GST) collections increased $0.5 
billion, reflecting continued strength in consumer 
demand. In contrast, employment insurance premium 
revenues were $0.4 billion lower, reflecting the impact 
of the change in remittance requirements that came 
into effect in January 1997. 


The decline in program spending reflected lower 
expenditures related to transfers to other levels of 
government, subsidies and other transfers, payments 
to Crown corporations, and operating and capital 
expenditures. Within transfers to other levels of 
government, the decline in cash transfers under the 
Canada Health and Social Transfer (CHST) reflected 
both the reduction in total entitlements and the rising 
value of the tax point transfers. Transfers for elderly 
benefits and employment insurance benefits were higher, 
the latter reflecting the timing of payments. 


The decline in public debt charges was attributable to 
the impact of lower average effective interest rates. 


_ Surplus for April to November 1997 
of $1.4 billion 


Over the first eight months of the 1997-98 fiscal 
year, there was a surplus of $1.4 billion, representing 
an improvement of $9.5 billion from the deficit 
of $8.1 billion reported for the first eight months 

. of 1996-97. 
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Highlights of financial results for November 1997 


This turnaround was attributable to the increasing 
strength in the economy on budgetary revenues, the 
impact of restraint measures introduced in the 1994 
and 1995 budgets on program spending, and to a lesser 
extent, timing factors, notably the acceleration of 
monthly employment insurance premium revenues 
within the year. Budgetary revenues were up $5.4 billio 
(6.1 per cent), program spending declined $2.9 billion 
(4.4 per cent), while public debt charges were 

$1.2 billion lower (4.1 per cent). 


Financial surplus of $11.3 billion 
in April to November period 


With a budgetary surplus of $1.4 billion and a net source 
of funds from non-budgetary transactions of $4.4 billion, 
there was a financial surplus, excluding foreign 
exchange transactions, of $5.7 billion, an improvement 
of $9.5 billion from the same period in 1996-97. There 
was also a net source of funds amounting to $5.6 billion 
from foreign exchange transactions. In total, therefore, 
there was a financial surplus of $11.3 billion, an 
improvement of $18.9 billion from the same period last 
year. Cash balances were slightly lower over the first 
eight months of 1997-98, compared to the end of the 
1996-97 fiscal year. As a result, since the beginning 

of the 1997-98 fiscal year, there has been a $11.5 billion 
retirement of market debt. 


Caution should be exercised in extrapolating these 
monthly results to date to gain an assessment of the 
possible outcome for the fiscal year as a whole. Some 
of the improvement to date is due to special factors (for 
example, the increase in employment insurance premium 
revenues which will be reversed in future months, 
thereby having no impact on the outcome for the fiscal 
year as a whole) or to one-time developments (increase 
in personal income tax collections due to taxes paid on 
filing related to the 1996 taxation year) that will not b 
repeated in future months. In The Economic and Fiscal 
Update released on October 15, 1997, the government 
indicated that the budget would be balanced no later 
than 1998-99. 
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Table 1 
Summary statement of transactions 


Budgetary transactions 
Revenues 
Program spending 
Operating surplus 
Public debt charges 
Deficit/surplus 


Non-budgetary transactions 


Financial requirements/surplus (excluding 
forcign exchange transactions) 


Foreign exchange transactions 
Total financial requirements/surplus 


Unmatured debt transactions 


November April to November 
1996 1997 1996-97 1997-98 
(millions of dollars) 

11,002 11,723 87,656 93,043 
-8,056 -7,711 -65,617 -62,756 
2,946 4,012 22,039 30,287 
-3,564 -3,433 -30,157 -28,912 
-618 a0 -8,118 L3i3 
13262 1,642 4,361 4,363 
644 222) bi! 5,738 
-2,653 1,638 -3,780 5,603 
-2,009 3,859 -7,537 11,341 
3,019 -105 2,665 -11,510 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Budgetary revenues up 
in April to November period 


Over the April to November 1997 period, budgetary 
revenues were up $5.4 billion, or 6.1 per cent, compared 
to the same period a year ago. Of this increase, about 
$0.6 billion was attributable to the acceleration of 
employment insurance premium revenues, with the 
remainder attributable to the strength in the economy. 


¢ Personal income tax collections were up $2.9 billion, 
reflecting higher deductions at source from 
employment income, in line with the strong gains in 
employment, as well as higher taxes paid on filing, 
relating to income growth in the 1996 taxation year. 


¢ Corporate income tax collections were up 
$2.2 billion, while other income taxes, primarily 
non-resident withholding taxes, increased by 
$0.1 billion. These increases reflected the continued 
strength in corporate profits, in line with the 
strengthening economy. 


* Employment insurance premium revenues were up 
$0.6 billion. All of this increase reflected the effect of 
the change in remittance procedures. In January 1997, 
there was a change to the base on which premium 
rates are levied, from weekly maximum insurable 
earnings to annual maximum insurable earnings. 

This change results in an acceleration of premium 
payments from the latter half of the calendar year to 
the first half. This change does not affect the amount 
paid by most employees and employers for the 
calendar year as a whole. However, those earning 


above the annual maximum insurable earnings will 
pay more of their premium liability earlier in the 
calendar year and less at the end. As a result, 
employment insurance premium revenues should also 
record a decline in December 1997 on a year-over- 
year basis. In addition, with the recently announced 
reduction in employee premium rates from $2.90 per 
$100 of insurable earnings in 1997 to $2.70 for 1998, 
premium revenues for 1997-98 should be lower than 
those reported in 1996-97. 


* Good and services tax collections were up 
$1.3 billion, largely attributable to the strength in 
consumer demand. 


¢ The decline in customs import duties reflected 
the impact of tariff reductions under multilateral 
trade agreements. Other excise taxes and duties 
were up $0.3 billion, primarily due to higher energy- 
related taxes. 


¢ Non-tax revenues were down $2.0 billion. Of the 
decline, $1.5 billion was attributable to the inclusion 
in the 1996-97 results of the proceeds from the sale 
of the Air Navigation System. Most of the remaining 
decline was due to lower earnings on investments 
reflecting the impact of the decline in interest rates. 


Program spending lower 
in April to November period 
Program spending declined $2.9 billion, or 4.4 per cent 


in the first eight months of 1997-98, compared to 
the same period last year, with all major components, 
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Table 2 
Budgetary revenues 
November April to November 
Per cent 
1996 1997 1996-97 1997-98 change 
(millions of dollars) (%) 
Income taxes 
Personal income tax 5,341 5,574 42,567 45,435 6.7 
Corporate income tax 1,094 1,375 8,381 10,531 25h 
Other income tax revenue 250 202 1,475 1577 6.9 
Total income tax 6,685 7,151 $2,423 $7,543 9.8 
Employment insurance premium revenues 1,571 | 123552 13,196 SA 
Excise taxes and duties 
Goods and services tax 1,415 1,960 10,247 11,590 IMesS 
Customs import duties 254 269 1,663 1,636 -1.6 
Other excise taxes and duties 680 828 5,356 5,690 6.2 
Total excise taxes and duties 2,349 3,057 17,266 18,916 9.6 
Total tax revenues 10,605 11,429 82,241 89,655 9.0 
Non-tax revenues 397 294 5,415 3,388 -37.4 
Total budgetary revenues 11,002 11,723 87,656 93,043 6.1 


except subsidies and other transfers, lower. The decline 
in total program spending was primarily attributable 

to the effect of the restraint measures introduced in 

the 1994 and 1995 budgets and, to a lesser extent, 

to the growth in the economy. 


¢ Major transfers to persons declined $0.3 billion, 
solely due to lower employment insurance benefits, 
as elderly benefits were up. The decline in 
employment insurance benefits was due to lower 
average benefits and a decline in the number 
of beneficiaries, primarily reflecting the impact 
of reform measures, and a decline in the number 
of unemployed. 


¢ Major transfers to other levels of government were 
down $2.1 billion, reflecting lower cash transfers 
under the CHST and Equalization. In the February 
1995 budget, the government set total entitlements 
under the CHST for 1997-98 at $25.1 billion, down 
$1.8 billion from 1996-97. These entitlements are 
paid to the provinces in the form of tax point 
transfers and cash. The tax point transfer component 
represents the value of “tax room” which the federal 
government made available to provinces, allowing 
the provinces to increase their tax rates by an 
equivalent amount, with no impact on the taxpayer. 
The value of the tax point transfer increases in line 
with the growth in the applicable tax bases. The cash 
transfer, therefore, is the difference between the 
entitlement and an increasing value in the tax point 
transfer. Being a residual, the cash transfer, which is 


part of program spending, is affected not only by the 
change in entitlements, but also by the growth in the 
value of the tax point transfer. Cash transfers under 
the CHST were down $1.9 billion over the first eight 
months of 1997-98, compared to the same period last 
year, of which about $1.2 billion was attributable to 
the reduction in entitlements with the remainder due 
to the increase in the value of the tax point transfer. 
Equalization transfers were down $0.1 billion. As 
indicated in the 1997 budget, these transfers are 
expected to be lower in 1997-98, reflecting lower 
provincial revenue growth due to tax reductions in 
some provinces, population shifts between 
equalization-receiving and non-equalization- 
receiving provinces, as well as strong resource 
revenues in some of the equalization-receiving 
provinces. 


Direct program spending — that is, total program 
spending less the major transfers to persons and other 
levels of government — declined by $0.5 billion. 
This component includes subsidy and other transfer 
payments, payments to Crown corporations, and 
the operating and capital costs of government, 
including defence. In contrast to the reduction to 
entitlements to other levels of government, which 
took effect in 1996-97, the restraint measures 
introduced in the 1994 and 1995 budgets resulted 
in significant reductions beginning in 1995-96. In 
addition, the restraint measures announced as part 
of the March 1996 budget Program Review 


The Fiscal Monitor 


Table 3 
Budgetary expenditures 


Transfer payments to: 
Persons 
Elderly benefits 
Employment insurance benefits 


Total 


Other levels of government 
Canada Health and Social Transfer 
Fiscal transfers 
Alternative Payments 
for Standing Programs 


Total 


Subsidies and other transfers 
Agriculture 
Foreign Affairs 
Human Resources Development 
Indian and Northern Development 
Industry and Regional Development 
Veterans Affairs 
Other 
Total 

Total transfers 

Payments to Crown corporations 


Canadian Broadcasting Corporation 
Canada Mortgage and Housing Corporation 
Other 


Total 


Operating and capital expenditures 
Defence 
All other departmental expenditures 


Total 
Total program expenditures 
Public debt charges 


Total budgetary expenditures 


November April to November 

Per cent 
1996 1997 1996-97 1997-98 change 

(millions of dollars) (%) 
1852 1,867 14,328 14,711 Dok 
746 837 7,665 7,023 -8.4 
2,598 2,704 215993 21,734 -1.2 
W267 982 10,058 Sis -19.3 
697 839 6,376 6,253 -1.9 
-166 -180 -1,346 -1,423 BE 
1,798 1,641 15,088 12,945 -14.2 
81 8) 461 371 -19.5 
147 111 939 905 -3.6 
168 98 1,051 883 -16.0 
256 265 2,510 2,642 5.3 
28) 125 854 986 IS 
111 1f2 905 915 ie 
Zoo 188 1,711 2,098 22.6 
Letts 952 8,431 8,800 4.4 
OU, a291 45,512 43,479 -4.5 
69 1 649 597, -8.0 
168 153 1,186 1,077 -9.2 
89 88 814 e227 -11.3 
326 316 2,649 2,396 -9.6 
764 782 5,644 5,508 -2.4 
1,457 1,316 Lior? 13573 -3.7 
LOIN 2,098 17,456 16,881 -3.3 
8,056 7,711 65,617 62,756 -4.4 
3,564 3,433 30,157 28,912 -4.1 
11,620 11,144 95,774 91,668 -4.3 


exercise will further reduce spending in this 
component in 1998-99. In contrast, the reduction in 
CHST cash transfers, announced in the March 1996 
budget for 1998-99, will not proceed. The 


government has proposed that cash transfers over the 


1997-98 to 2002-03 period will never fall below 
$12.5 billion — the level of cash transfers currently 
estimated for 1997-98. Within direct program 


spending, other transfer payments were up, primarily 
reflecting the timing of payments associated with the 
sale of the Air Navigation System to Nav Canada. 
Payments to Crown corporations, defence and 

all other departmental spending were lower. These 


declines primarily reflected the impact of 
restraint measures. 
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Table 4 
The deficit/surplus and financial requirements/surplus 
November April to November 
1996 1997 1996-97 1997-98 
(millions of dollars) 

Deficit(-)/surplus(+) -618 $79 -8,118 be3 75 
Loans, investments and advances 

Crown corporations -64 -92 696 180 

Other -110 -9 -404 -150 

Total -174 -101 292 30 
Specified purpose accounts 

Canada Pension Plan Account -956 -691 15 299 

Superannuation accounts -185 -195 3,961 6.153 

Other bS -9 155 -237 

Total -1,126 -895 4,131 3.215 
Other transactions 2,562 2,638 -62 1,118 
Total non-budgetary transactions 15262 1,642 4,361 4,363 
Financial requirements/surplus 

(excluding foreign exchange transactions) 644 Den SNe 5,738 
Foreign exchange transactions -2,653 1,638 -3,780 5,603 
Total financial requirements/surplus -2,009 3,859 -7,537 11,341 
Table 5 
Financial requirements/surplus and unmatured debt transactions 

November April to November 
1996 1997 1996-97 1997-98 


(millions of dollars) 


Total financial requirements/surplus -2,009 3,859 -7,537 11,341 


Unmatured debt transactions 
Payable in Canadian dollars 


Marketable bonds 3,900 3,500 19,253 10,575 
Canada Savings Bonds 5.057, 109 3-235 -1,958 
Treasury bills -7,800 -3,500 -24,100 -19,000 
Other 31D 168 308 160 
Subtotal 1,472 20, -1,304 -10,223 
Less: Government’s holdings of unmatured debt -1,308 -822 -455 -28 
Total 164 -545 -1,759 -10,251 
Payable in foreign currencies 
Marketable bonds 2743 42 2,743 -236 
Notes and loans 0 0 0 0 
Canada bills -89 342 -88 -684 
Canada notes 201 56 L769% -339 
Total 2,855 440 4,424 -1,259 
Total unmatured debt transactions 3,019 -105 2,665 -11,510 


Change in cash balance 1,010 3,754 -4,872 -169 
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Table 6 
Cash, unmatured debt and debt balances: at November 30 


1996 1997 


(millions of dollars) 


Cash balances at end of period 


In Canadian dollars 3,659 9,175 
In foreign currencies 15 20 
Total cash balance 3,674 9,195 


Unmatured debt balance 
Payable in Canadian dollars 


Marketable bonds 272,018 293,138 
Treasury bills 142,000 116,400 
Canada Savings Bonds 34,663 31)535 
Other 3,786 3,627 
Subtotal 452,467 444,700 
Less: Government’s holdings of unmatured debt 1,490 Eis 
Total 450,977 443,585 


Payable in foreign currencies 


Marketable bonds |BYST/ 12,224 
Notes and loans 0 0 
Canada bills 6,897 1; tz 
Canada notes 2,079 1,782 
Total AIS: 21,758 
Total unmatured debt 472,210 465,343 


Public debt charges lower in 
April to November period 


Public debt charges were down $1.2 billion, or 

4.1 per cent, on a year-over-year basis. This decline was 
attributed to lower average effective interest rates on the 
federal government’s debt, as well as a reduction in net 
borrowing requirements, reflecting the improvement in 
the overall budget situation. 
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Highlights of financial results for December 1997 


Budgetary surplus of $3.6 billion recorded in December 1997 


A budgetary surplus of $3.6 billion was recorded in December 1997 — the largest one-month surplus in recorded 
history. This represents an improvement of $1.4 billion from the budgetary surplus of $2.2 billion recorded in 
December 1996. All of the year-over-year improvement was due to higher revenues, as public debt charges were 
up slightly and program spending was relatively unchanged. 


Budgetary revenues were up $1.5 billion, or 10.3 per cent. Budgetary revenues are usually higher in December 
than in any other month of the fiscal year, as the December results include final corporate income tax payments for 
most financial institutions, quarterly personal income tax installments, and the transfer of Bank of Canada profits. 
Personal income tax collections were up $1.1 billion. About half of this increase reflects recoveries from 
employment insurance premium revenues due to overpayments for taxation year 1996 and a reclassification of 
collections from non-tax revenues, thereby having no direct impact on the overall increase in budgetary revenues. 
The remainder was primarily attributable to higher quarterly installment payments. Corporate income tax 
collections were up $0.6 billion, reflecting the final settlement payments for those corporations with taxation 

years ending October 31. Goods and services tax (GST) collections were up $0.3 billion, while non-tax revenues 
increased $0.4 billion, primarily reflecting higher Bank of Canada profits. Employment insurance premium 
revenues declined $0.9 billion, reflecting the impact of the change in remittance requirements that came into effect 
in January 1997 and the transfer to personal income tax collections due to overpayments for taxation year 1996. 


Budgetary surplus of $5.0 billion for April to December 1997 period 


Over the first nine months of the 1997-98 fiscal year, there was a budgetary surplus of $5.0 billion, an 
improvement of $10.9 billion from the same period last year. This year-over-year improvement was largely 
attributable to the increasing strength in the economy and the impact of previous budget measures. Budgetary 
revenues were up $6.8 billion (6.7 per cent), program spending declined $2.9 billion (3.9 per cent), while public 
debt charges were $1.2 billion lower (3.4 per cent). 


Financial surplus of $14.8 billion in April to December 1997 period : 

With a budgetary surplus of $5.0 billion and a net source of funds from non-budgetary transactions of $1.9 billion, 
there was a financial surplus, excluding foreign exchange transactions, of $6.9 billion, compared to a net 
requirement of $2.9 billion over the same period last year. Foreign exchange transactions provided the government 
with a net source of funds amounting to $7.8 billion over the April to December 1997 period, compared to a net 
requirement of $2.2 billion over the nine months in 1996-97. As a result, there was a total financial surplus of 
$14.8 billion to date, compared to a net requirement of $5.1 billion over the same period last year. There was a net 
repayment of market debt of $12.9 billion in the first nine months of 1997-98 and an increase of $1.9 billion in 
cash balances. 


Balanced budget expected for 1997-98 

Based on the financial results to date, coupled with expected developments over the balance of the fiscal year 
(including the end-of-year accounting period adjustments), and incorporating the measures announced in the 
1998 budget, a balanced budget is now expected for 1997-98. 
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Table | 


Summary statement of transactions 


December April to December 
1996 7) 1996-97 1997-98 
(millions of dollars) 
Budgetary transactions 

Revenues 14,173 15,630 101,830 108,673 
Program spending -8,344 -8,309 -73,961 -71,066 
Operating surplus 5,829 Toa 27,869 37,607 
Public debt charges -3,638 -3,718 259,195 -32,630 
Deficit/surplus PN) 3,603 -5,926 4,977 
Non-budgetary transactions -1,369 -2,426 2,994 1,936 

Financial requirements/surplus (excluding 
foreign exchange transactions) 822 Seg Naa) -2,932 ors 
Foreign exchange transactions ESS 228 -2,206 7,840 
Total financial requirements/surplus 2,395 3,415 -5,138 WAL WS) 
Unmatured debt transactions -914 -1,348 Loi -12,855 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


The federal budgetary balance 


1996-97 and 1997-98 
Year to date 


billions of dollars 


10 


By 1996-97 


[ _] 1997-98 


-5 


First 
quarter 


Second 
quarter 


Third 
quarter 


Fourth Fiscal 


quarter 


year 


Budgetary revenues up 
in April to December period 


Over the April to December 1997 period, budgetary 
revenues were up $6.8 billion, or 6.7 per cent, on a 
year-over-year basis. This increase primarily reflects 


the continuing strength in the economy. 


Personal income tax collections were up $4.0 billion, 
or 8.1 per cent. This increase was due to higher taxes 
paid on filing and quarterly installment payments, 
relating to the stronger income growth in the 1996 
taxation year and to higher deductions at source 
from employment, in line with the strong gains in 
employment this year. In addition, there was a net 


transfer from the Canada Pension Plan and 
employment insurance accounts, relating to 
overpayments to these accounts in respect of 


previous taxation years. 


Corporate income tax collections were up 


$2.7 billion, or 27.6 per cent, attributable to an 


increase in corporate profits, in line with the 


strengthening economy. 


| 
| 
| 
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Table 2 


Budgetary revenues 


December April to December 
Per cent 
1996 1997 1996-97 1997-98 change 
(millions of dollars) (%) 
Income taxes 

Personal income tax 7,146 8,281 49,713 S317 8.1 
Corporate income tax 1,478 2,046 9,859 | ase igh 216 
Other income tax revenue 259 16 1,728 1,593 -7.8 
Total income tax 8,877 10,343 61,300 67,887 10.7 
Employment insurance premium revenues 1,554 670 14,105 13,866 =A Ney: 

Excise taxes and duties 
Goods and services tax 2113 OES Si 12,360 13,976 13.1 
Customs import duties 2A 261 1,874 1,897 U2 
Sales and excise taxes 604 Wiis) 5,960 6,402 7.4 
Total excise taxes and duties 2,928 3), Ol 20,194 DD DS: 10.3 
Total tax revenues 13,359 14,374 95,599 104,028 8.8 
Non-tax revenues 814 1,256 6,231 4,645 -25.5 
Total budgetary revenues 14,173 15,630 101,830 108,673 6.7 


¢ Employment insurance premiums were down 
$0.2 billion, or 1.7 per cent. This was largely due to 
a transfer to personal income tax collections relating 
to overpayments for the 1996 taxation year. 


¢ Net GST collections were up $1.6 billion, or 
13.1 per cent, consistent with the growth in 
consumer expenditures subject to this tax. 


¢ Customs import duties were virtually unchanged, 
as the strong growth in imports witnessed in 1997 
offset the impact of tariff reductions. Other 
excise taxes and duties were up $0.4 billion, or 
7.4 per cent, primarily reflecting higher receipts 
from energy taxes. 


* Non-tax revenues, consisting of return on investments 
and other non-tax revenues, such as fees and 
proceeds from sales, among others, were down 
$1.6 billion or 25.5 per cent,. This decline was 
primarily attributable to the inclusion in the 1996-97 
results of the proceeds ($1.5 billion) from the sale 
of the Air Navigation System. 


Budgetary revenues 
1996-97 and 1997-98 


April to December 
Year-over-year growth 


per cent change 


a0 HM 1996-97 


[__] 1997-98 


Personal Other 


income tax 


Total 


Corporate 
income 
tax 
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Program spending lower 
in April to December period 


Program spending declined by $2.9 billion, or 

3.9 per cent, in the first nine months of 1997-98, 
compared to the same period last year. The decline in 
program spending was primarily attributable to the 
effect of the restraint measures introduced in the 1994 
and 1995 budgets and to the growth in the economy. 


¢ Major transfers to persons declined $0.1 billion, 
solely due to lower employment insurance benefits, 
as elderly benefits were up. The decline in 
employment insurance benefits was primarily due 


to lower average benefits and a decline in the number 


of beneficiaries, primarily reflecting the impact of 
reform measures, and a decline in the number of 
unemployed. 


¢ Major transfers to other levels of government were 
down $2.3 billion, primarily reflecting lower cash 
transfers under the Canada Health and Social 
Transfer (CHST). In the February 1995 budget, the 
government set total entitlements under the CHST 
for 1997-98 at $25.1 billion, down $1.8 billion from 
1996-97. These entitlements are paid to the provinces 
in the form of tax point transfers and cash. The tax 
point transfer component represents the value of 
“tax room” which the federal government made 
available to provinces, allowing the provinces to 
increase their tax rates by an equivalent amount, 
with no impact on the taxpayer. The value of the tax 
point transfer increases in line with the growth in 
the applicable tax bases. The cash transfer, therefore, 
is the difference between the entitlement and an 
increasing value in the tax point transfer. Being a 
residual, the cash transfer, which is part of program 
spending, is affected not only by the change in 
entitlements, but also by the growth in the value of 
the tax point transfer. Cash transfers under the CHST 
were down $2.2 billion over the first nine months of 
1997-98, compared to the same period last year, of 
which about $1.3 billion was attributable to the 
reduction in entitlements with the remainder due to 
the increase in the value of the tax point transfer. 
Adjustments related to 1995-96 will result in an 
additional $236 million cash payment to provinces 
in March 1998. These amounts are in addition to 
$143 million that the government added to these 
transfer payments when it decided in December 1997 
to apply the $12.5 billion cash guarantee one year 
earlier than previously announced. 


* Direct program spending, consisting of total program 
spending less the major transfers to persons and other 
levels of government, declined by $0.4 billion. 


This component includes subsidy and other transfer 
payments, payments to Crown corporations, and the 
operating and capital costs of government, including 
defence. In contrast to the reduction to entitlements 
to other levels of government, which took effect in 
1996-97, the restraint measures introduced in the 
1994 and 1995 budgets resulted in significant 
reductions beginning 1n 1995-96. In addition, the 
restraint measures announced as part of the 

March 1996 budget Program Review exercise 

will further reduce spending in this component in 
1998-99. Within direct program spending, other 
transfer payments were up, solely due to payments 
associated with the sale of the Air Navigation System 
to Nav Canada, while expenditures relating to Crown 
corporations, defence and all other departmental 
spending were lower. These declines primarily 
reflected the impact of restraint measures. 


Public debt charges lower 
in April to December period 


Public debt charges were down $1.2 billion, or 

3.4 per cent, on a year-over-year basis. This decline 
was attributed to lower average effective interest 
rates on the federal government’s debt, as well as a 
reduction in net borrowing requirements, reflecting 
the improvement in the overall budget situation. 


Budgetary expenditures 
1996-97 and 1997-98 


April to December 
Year-over-year growth 


per cent change 
4 


BE 1990-97 
[| 1997-98 


Total Public debt 
charges 


Program 
spending 
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Table 3 


Budgetary expenditures 


December April to December 
Per cent 
1996 1997, 1996-97 1997-98 change 
(millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,809 1,863 16,136 16,575 Pe 
Employment insurance benefits O3z 1,024 S001) ae 8.045 -6.4 
Total 2,741 2,887 24,733 24,622 -0.4 
Other levels of government 
Canada Health and Social Transfer leew! 1,047 1325 9,163 -19.] 
Fiscal transfers TES 738 7,089 6,991 -1.4 
Alternative Payments for Standing Programs =166— | -180 eek =) 00355 o> 
Total 1,814 1,605 16,901 14,551 -13.9 
Subsidies and other transfers 
Agriculture 100 35 561 406 -27.6 
Foreign Affairs 177 148 1,116 O53 -5.6 
Human Resources Development 130 12 1,181 1,005 -14.9 
Indian and Northern Development 290 IDS) Deshoe) 2,940 0) 
Industry and Regional Development sy) 263 ied 1,249 12.4 
Veterans Affairs 112 108 1,017 1,024 OF. 
Other 298 __ 324 000 422 e007 
Total 1,364 e299 9,794 10,099 on 
Total transfers 5,919 5,791 S142 49,272 42 
Payments to Crown corporations 
Canadian Broadcasting Corporation 58 US 707 672 -5.0 
Canada Mortgage and Housing Corporation Mie 225 1,358 1,303 -4.] 
Other 4 geelOS eee Se Ses 
Total 365 A408 3,014 2,805 -6.9 
_ Operating and capital expenditures 
Defence 810 734 6,453 6,242 Sey) 
All other departmental expenditures [F250 [376 13,066 5 SS T2747 -2.4 
Total 2,060 2.010 19519 18,989 -2.7 
Total program expenditures 8,344 8,309 73,901 71,066 -3.9 
Public debt charges 3,638 3,718 33,5095 32,630 -3.4 


Total budgetary expenditures 11982" 712,027 107,756 103,696 -3.8 
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Table 4 
The deficit/surplus and financial requirements/surplus 
_____ December ___ April to December _ 
1996 1997 1996-97 1997-98 
(millions of dollars) 
Deficit/surplus Zo 3,603 -5,926 4,977 
Loans, investments and advances 
Crown corporations 176 460 872 640 
ANS ee! aeeatles eee ee 
Total 169 218 461 247 
Specified purpose accounts 
Canada Pension Plan Account -428 -502 -413 -203 
Superannuation accounts 2,635 Dag PXe: 6,596 5,881 
Other ie pees 2 LI Tee) 
Total 2256 2220) 6,388 5,435 
Other transactions -3,794 -4,864 -3,855 -3,746 
Total non-budgetary transactions -1,369 -2,426 2,994 15956 
Financial requirements/surplus 822 We 2.93 GOS 
(excluding foreign exchange transactions) 
Foreign exchange transactions Lon 2,238 -2,206 7,840 
Total financial requirements/surplus Yak he fs) 3,415 -5,138 14,753 
Table 5 


Financial requirements/surplus and unmatured debt transactions 


_) Deceinber 8 Aprilto December 
1996 1997 1996-97 1997-98 


(millions of dollars) 


Total financial requirements/surplus 2539) 3,415 -5,138 14,753 


Unmatured debt transactions 
Payable in Canadian dollars 


Marketable bonds 6,106 6313 25,360 16,888 
Canada Savings Bonds -273 -248 2,962 -2,205 
Treasury bills -6,800 -7,600 -30,900 -26,600 
Other -I -1 307 159 
Subtotal -968 -1,536 -2,271 -11,758 
Less: Government’s holding of unmatured debt RS 24 eae ele -52 
Total -855 - 1,560 -2,614 =1SiG 
Payable in foreign currencies 
Marketable bonds 0) 109 214 -126 
Notes and loans 0) 0) 0 0) 
Canada bills -59 LB? -147 -566 
Canada notes 3 Oe eel PG. 23553 
Total -59 242 4,365 -1,045 
Total unmatured debt transactions -914 -1,348 Lert -12,855 


Change in cash balance 1,481 2,067 -3,387 1,898 


Soe a 
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Table 6 


Cash, unmatured debt and debt balances: at December 31 


1996 1997 


Cash balances at end of period 


In Canadian dollars 
In foreign currencies 


Total cash balance 


Unmatured debt balance 


Payable in Canadian dollars 
Marketable bonds 
Treasury bills 
Canada Savings Bonds 
Other 


Subtotal 


Less: Government’s holdings of unmatured debt 
Total 


Payable in foreign currencies 
Marketable bonds 
Notes and loans 
Canada bills 
Canada notes 


Total 


Total unmatured debt 


(millions of dollars) 


5,151 11,259 
4 3 
5,155 11,262 
278,125 299,451 
135,200 108,800 
34,390 31,287 
Soke ay 
451,500 443,165 
i360 
450,124 442,025 
12,257 12,334 
0 0 
6,839 7,870 
2,079 ede 768 
OG as 21,972 
471,299 463,997 


Financial surplus in 
April to December period 


Financial requirements/surplus measure the difference 
between cash coming in to the government and cash 
going out. A financial surplus is usually higher than the 
budgetary surplus, as the former includes transactions 
in loans, investments and advances, federal employees’ 
pension accounts, other specified purpose accounts, 
and changes in other financial assets and liabilities. 
These activities are included as part of non-budgetary 
transactions. In addition, the budgetary surplus is 
largely presented on the accrual basis of accounting. 
The conversion from accrual to cash is also reflected in 
non-budgetary transactions. Non-budgetary 
transactions usually provide the government with a 

net source of funds. 


Non-budgetary transactions provided the government 
with a net source of funds, over the April to December 
1997 period, amounting to $1.9 billion, compared to a 
net source of $3.0 billion in the same period last year. 


The lower source was attributable to the transfer of 
applicable pension assets to Nav Canada and the special 
one-time payment to the Canada Foundation for 
Innovation. 


With a budgetary surplus of $5.0 billion and a net source 
of funds from non-budgetary transactions of $1.9 billion, 
there was a financial surplus, excluding foreign 
exchange transactions, of $6.9 billion in the first nine 
months of 1997-98. In the same period last year, there 
was a net requirement of $2.9 billion. 


The purpose of the Exchange Fund Account is to 
promote order and stability of the Canadian dollar in 
the foreign exchange market. It fulfills this function by 
buying foreign exchange (selling Canadian currency) 
when there is upward pressure on the value of the 
Canadian dollar and selling foreign exchange (buying 
Canadian dollars) when there is downward pressure. 
Foreign exchange transactions resulted in a net source 
of $7.8 billion in the first nine months of 1997-98, 
compared to a requirement of $2.2 billion in the same 
period last year. 
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As a result, there was a financial surplus, including 
foreign exchange transactions, of $14.8 billion in the 
April to December 1997 period. In the same period last 
year, there was a net requirement of $5.1 billion. 


In the first nine months of 1997-98, the federal 
government retired $12.9 billion of its market debt. 

The structure of the government’s debt has also changed 
significantly, in order to further reduce the exposure to 
unexpected changes in interest rates. The share of debt 
held in short-term floating rate instruments, primarily 
Treasury bills, has been reduced, while the share held in 
longer-term rate instruments has increased. 


The Debt Servicing and Reduction Account 


In June 1991, legislation to establish the Debt Servicing 
and Reduction Account received Royal Assent. As a 
result, effective April 1, 1991, all goods and services tax 
revenues net of the applicable input tax credits, rebates 
and the low-income credit, along with the net proceeds 
from the sale of Crown corporations and gifts to the 
Crown identified for debt reduction must, by law, 

go directly to the Debt Servicing and Reduction 
Account. The funds in this Account can only be used 

to pay the cost of servicing the public debt and 
ultimately to reduce the debt. The Account is audited 
on an annual basis by the Auditor General of Canada. 


Table 7 
Debt Servicing and Reduction Account (DSRA) 
Ie 1992-93 1993-94 1994-95 1995-96 1996-97 
(millions of dollars) 
Gross GST collected 29,564 30,516 32,052 S6115 38,048 40,733 
Less: 
Refunds and rebates es30 12,138 4 227A Le 18,874 19,782 
Quarterly low-income tax credit 2.202 ZOOS eT 2,085 5 es eZ iG. Pee Zhe 
Net GST 15,168 14,868 15,696 16,787 16,374 18,079 
GST penalties and interest received 19 aE 90 129 135 159 
Gains from wind-up of interest in 
Crown corporations/disposal of 
shares in Crown corporations pi 110 DZD 
Gifts to the Crown 0.4 0.1 0.2 205 0.3 0.3 
15,050 15,786 16,916 


Proceeds to the DSRA 15,190 


Source: Public Accounts of Canada — 1997 


16,835 18,238 
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Highlights of financial results for January 1998 


Budgetary deficit of $1.7 billion 
in January 1998 
There was a budgetary deficit of $1.7 billion in January 


1998, compared to a deficit of $1.4 billion in January 
1997. About one-third of the deficit in January 1998 


was attributable to delays in the receipt of tax revenues, 


due to the ice storm in eastern Canada and the fact that 
the remittance day for monthly goods and services tax 
(GST) filers — January 31 — fell on a Saturday. These 
revenues will be included in the February 1998 results. 
On a year-over-year basis, budgetary revenues were 
down $0.6 billion (5.6 per cent) in January 1998. 
Program spending declined by $0.5 billion 

(5.9 per cent), primarily reflecting the ongoing 
impacts of the restraint measures and a growing 
economy. Public debt charges were up $0.2 billion 
(4.5 per cent), reflecting accrual adjustments relating 
to previous months. 


The year-over-year decline in budgetary revenues was 
attributable to lower employment insurance premium 
revenues (down $0.6 billion) and GST receipts (down 
$0.5 billion). The decline in employment insurance 
premium revenues was attributable to a number of 
factors: 1) the impact of the change in remittance 
requirements; 2) the reduction in premium rates from 
$2.90 per $100 of insurable earnings (for employees) 
to $2.70; and 3) transfer to personal income tax 


collections due to overpayments for taxation year 1996. 


Timing considerations account for the decline in GST 
receipts. In contrast, corporate income tax collections 
were up 14.2 per cent, while personal income tax 
collections were 3.3 per cent higher. 


The decline in program spending reflected lower 
expenditures related to employment insurance benefits, 
transfers to other levels of government, subsidies and 
other transfers, and payments to Crown corporations. 
Within transfers to other levels of government, the 
decline in cash transfers under the Canada Health 

and Social Transfer (CHST) reflected both the 
reduction in total entitlements and the rising value 

of the tax point transfers. 
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Surplus for April 1997 to January 1998 
of $3.3 billion 


Over the first 10 months of the 1997-98 fiscal year, 
there was a surplus of $3.3 billion, representing an 
improvement of $10.7 billion from the deficit of 

$7.3 billion reported for the first 10 months of 1996-97. 
This turnaround was attributable to the impact of the 
increasing strength in the economy on budgetary 
revenues and the impact of restraint measures 
introduced in the 1994 and 1995 budgets on program 
spending. Budgetary revenues were up $6.2 billion 
(5.5 per cent), program spending declined $3.4 billion 
(4.1 per cent), while public debt charges were 

$1.0 billion lower (2.7 per cent). 


Financial surplus of $14.3 billion 
in April 1997 to January 1998 period 


With a budgetary surplus of $3.3 billion and a net 
source of funds from non-budgetary transactions of 
$5.1 billion, there was a financial surplus, excluding 
foreign exchange transactions, of $8.4 billion, an 
improvement of $10.2 billion from the same period 
in 1996-97. There was also a net source of funds 
amounting to $6.0 billion from foreign exchange 
transactions. In total, therefore, there was a financial 
surplus of $14.3 billion, an improvement of 

$21.1 billion from the same period last year. Cash 
balances were slightly lower over the first 10 months 
of 1997-98, compared to the end of the 1996-97 fiscal 
year. As a result, since the beginning of the 1997-98 
fiscal year, there has been a $14.8 billion retirement 
of market debt. 


Balanced budget for 1997-98 


Based on the financial results for the first 10 months of 
1997-98, coupled with expected developments over the 
balance of the fiscal year, and incorporating the impact 
of the measures announced in the budget, the budget 
will be balanced in 1997-98. 
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Table | 
Summary statement of transactions 


January April to January 
1997 1998 1996-97 1997-98 
‘ ar (millions of dollars) 

Budgetary transactions 

Revenues MSs 105532 112,983 119,205 

Program spending -8,982 -8,448 -82,943 | -79,513 

Operating surplus Za | iit 2,084 30,040 39.692 

Public debt charges -3,586 -3,746 -37,381 -36,376 

Deficit/surplus -1,415 ae 1,662 ; 7341 3,316 
Non-budgetary transactions 20) 3,116 5,549 D052 
Financial requirements/surplus (excluding 

foreign exchange transactions) 1,140 1,454 Se 8,368 
Foreign exchange transactions -2,788 -1,868 -4,994 ed: 
Total financial requirements/surplus -1,648 -414 -6,786 14,340 
Unmatured debt transactions 


-1,431 -1,658 ally) -14,513 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Budgetary revenues up in April 1997 
to January 1998 period 


Over the April 1997 to January 1998 period, budgetary 
revenues were up $6.2 billion, or 5.5 per cent, 
compared to the same period a year ago. All of this 
increase 1s attributable to the strength in the economy, 
as timing factors in January 1998 served to depress 
revenues in that month. 


¢ Personal income tax collections were up 
$4.2 billion. This increase was due to higher 
deductions at source from employment income, 
in line with the strong gains in employment, 
as well as higher taxes paid on filing, relating to 
income growth in the 1996 taxation year. 


* Corporate income tax collections were up 
$2.9 billion, reflecting the continued strength in 
corporate profits, in line with the strengthening 
economy. 


* Employment insurance premium revenues were 
down $1.2 billion. This decline reflects a number 
of factors including the change in remittance 
procedures. In January 1997, there was a change to 
the base on which premium rates are levied, from 
weekly maximum insurable earnings to annual 
maximum insurable earnings. This change results in 


an acceleration of premium payments from the latter 
half of the calendar year to the first half. This 
change does not affect the amount paid by most 
employees and employers for the calendar year as a 
whole. However, those earning above the annual 
maximum insurable earnings will pay more of their 
premium liability earlier in the calendar year and 
less at the end. As a result, employment insurance 
premium revenues were significantly lower in the 
second half of 1997, thereby adversely affecting 
fiscal year 1997-98 results to date. The January 
1998 results were also adversely affected by this 
change as about half of the revenues in the month 
related to December 1997 collections. Premium 
rates were reduced effective January 1998, with 

the employee rate falling from $2.90 per $100 of 
insurable earnings in 1997 to $2.70. Finally, there 
were net transfers of about $0.6 billion during the 
first 10 months of 1997-98 to personal income tax 
collections relating to overpayments for the 1996 
taxation year. 


Good and services tax collections were up 

$1.2 billion, largely attributable to the strength in 
consumer demand. However, collections in 
January 1998 were depressed due to timing factors 
associated with the ice storm in eastern Canada and 
the fact the monthly remittance date (January 31) 
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Table 2 
Budgetary revenues 


January April to January 
Per cent 
1997 1998 1996-97 1997-98 change 
(millions of dollars) (%) 
Income taxes 

Personal income tax S257 SAD 54,970 59,149 7.6 
Corporate income tax 13334! 11, S23} 11,193 14,100 26.0 
Other income tax revenue 301 400 2,029 1,993 -1.8 
Total income tax 6,892 55 68,192 TAD 10.3 
Employment insurance premium revenues 2,038 1,433 16,143 15,298 -5.2 

Excise taxes and duties 
Goods and services tax 924 465 13,284 14,441 8.7 
Customs import duties 221 205 2,095 2,102 0.3 
Sales and excise taxes 795 705 6,757 7,107 5.2 
Total excise taxes and duties 1,940 E375 22,136 23,650 6.8 
Total tax revenues 10,870 10,163 106,471 114,190 Yt 
Non-tax revenues 283 369 Grol, SOUS) -23.0 
Total budgetary revenues Il Ie3} 10,532 112,983 119,205 Deo) 


for the receipt of collections fell on a Saturday. 
As a result, a large part of the January collections 


were received in February and will be included in 


that month’s results. 


¢ Customs import duties were relatively unchanged, 
as the strong growth in imports witnessed in 1997 


offset the impact of the tariff reductions. Other 
excise taxes and duties were up $0.4 billion, 
primarily due to higher energy-related taxes. 


¢ Non-tax revenues were down $1.5 billion. All of 


this decline was attributable to the inclusion in the 


1996-97 results of the proceeds from the sale of the 


Air Navigation System. 


| Program spending lower in April 1997 
to January 1998 period 


_ Program spending declined $3.4 billion, or 4.1 per cent 


in the first 10 months of 1997-98, compared to the 
same period last year, with all major components, 


except subsidies and other transfers, lower. The decline 
in total program spending was primarily attributable to 


the effect of the restraint measures introduced in the 
1994 and 1995 budgets, and to a lesser extent to the 
growth in the economy. 


Major transfers to persons declined $0.3 billion, 
solely due to lower employment insurance benefits, 
as elderly benefits were up. The decline in 
employment insurance benefits was due to lower 
average benefits and a decline in the number of 
beneficiaries, primarily reflecting the impact of 
reform measures, and a decline in the number 

of unemployed. 


Major transfers to other levels of government were 
down $2.6 billion, primarily reflecting lower cash 
transfers under the CHST. In the February 1995 
budget, the government set total entitlements under 
the CHST for 1997-98 at $25.1 billion, down 

$1.8 billion from 1996-97. These entitlements are 
paid to the provinces in the form of tax point 
transfers and cash. The tax point transfer component 
represents the value of “tax room” which the federal 
government made available to the provinces, 
allowing them to increase their tax rates by an 
equivalent amount, with no impact on the taxpayer. 
The value of the tax point transfer increases in line 
with the growth in the applicable tax bases. The 
cash transfer, therefore, is the difference between 
the entitlement and an increasing value in the tax 
point transfer. Being a residual, the cash transfer, 
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Table 6 


Cash, unmatured debt and debt balances: at January 31 _ 


Cash balances at end of period 


In Canadian dollars 

In foreign currencies 

Total cash balance 
Unmatured debt balance 


Payable in Canadian dollars 
Marketable bonds 
Treasury bills 
Canada Savings Bonds 
Other 
Subtotal 
Less: Government’s holdings of unmatured debt 
Total 


Payable in foreign currencies 
Marketable bonds 
Notes and loans 
Canada bills 
Canada notes 
Total 
Total unmatured debt _ ; 


1997 


1998 


(millions of dollars) 


2,042 9,137 
34 53 
2,076 9,190 
280,825 299,451 
131,150 107,400 
34,168 30,923 
3,785 3,627 
449,928 441,401 
ew 1,038 
448,716 440,363 
12957 12,333 
0 0 

6,795 7,874 
2,099 1,768 
Diol W975 
469,867 462,338 


other transfer payments, payments to Crown 
corporations, and the operating and capital costs 

of government, including defence. In contrast to 

the reduction to entitlements to other levels of 
government, which took effect in 1996-97, 

the restraint measures introduced in the 1994 

and 1995 budgets resulted in significant reductions 
beginning in 1995-96. In addition, the restraint 
measures announced as part of the March 1996 
budget Program Review exercise will further reduce 
this component’s spending in 1998-99. Within 
direct program spending, other transfer payments 
were up, primarily reflecting the timing of payments 
associated with the sale of the Air Navigation 


System to Nav Canada. Payments to Crown 
corporations, defence and all other departmental 
spending were lower. These declines primarily 
reflected the impact of restraint measures. 


Public debt charges lower in April 1997 
to January 1998 period 


Public debt charges were down $1.0 billion, or 

2.7 per cent, on a year-over-year basis. This decline 
was attributable to lower average effective interest 
rates on the federal government’s debt, as well as a 
reduction in net borrowing requirements, reflecting 
the improvement in the overall budget situation. 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
For other inquiries about this publication, contact Peter DeVries at (613) 996-7397. 
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Table 3 
Budgetary expenditures 


January April to January 
Per cent 
al 1998 1996-97 1997-98 change 
(millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits Il siete 1,863 L935 18,437 2.8 
Employment insurance benefits 1,446 1,178 10,042 9,225 -8.1 
Total 3,244 3,041 PIG 27,662 -1.1 
Other levels of government 
Canada Health and Social Transfer 1,267 1,006 12,592 10,168 -19.3 
Fiscal transfers UN 745 7,806 7,736 -0.9 
Alternative Payments 
for Standing Programs -166 -180 -1,679 -1,784 6.3 
Total 1,818 Lol 18,719 16,120 -13.9 
Subsidies and other transfers 
Agriculture ity 136 673 543 -19.3 
Foreign Affairs 224 206 1,340 1,259 -6.0 
Human Resources Development 201 124 1,382 1,129 -18.3 
Indian and Northern Development 237 Pa) 3,037 3,174 4.5 
Industry and Regional Development 126 91 P2380 1,340 8.3 
Veterans Affairs 119 116 1,136 1,139 0.3 
Other 326 379 2,340 2,800 Oa 
Total 1,350 1,285 11,145 11,384 na 
Total transfers 6,412 5,897 57,841 55,166 -4.6 
Payments to Crown corporations 
Canadian Broadcasting Corporation 90 74 od, 746 -6.4 
Canada Mortgage and Housing Corporation 224 100 1,582 1,403 -11.3 
Other 67 1B 1,016 903 -11.1 
Total 381 247 35395 3,052 -10.1 
Operating and capital expenditures 
Defence 789 758 PD) 7,000 -3.3 
All other departmental expenditures 1,400 1,546 14,465 14,295 -1.2 
Total ZASo 2,304 2g IOT 21,295 -1.9 
Total program expenditures 8,982 8,448 82,943 Hanks: -4.1 
Public debt charges 3,586 3,746 37,381 36,376 A 
Total budgetary expenditures 12,568 12,194 120,324 115,889 -3.7 


which is part of program spending, is affected not 
only by the change in entitlements, but also by the 


growth in the value of the tax point transfer. 
Cash transfers under the CHST were down 

$2.4 billion over the first 10 months of 1997-98, 
compared to the same period last year, of which 


about $1.5 billion was attributable to the reduction 
in entitlements with the remainder due to the 
increase in the value of the tax point transfer. 


Legislation has been introduced to apply the 
$12.5 billion cash guarantee one year earlier than 
previously announced, which will result in an 
additional $0.2 billion being paid in 1997-98. 


¢ Direct program spending — that is, total program 


spending less the major transfers to persons and 
other levels of government — declined by 
$0.5 billion. This component includes subsidy and 
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Table 4 
The deficit and financial requirements/surplus 


— January April to January 
1997 1998 1996-97 __—:1997-98 
(millions of doilars) 


Deficit(-)/surplus(+) LAs = 662 -7,341 Bre NK, 
Loans, investments and advances 
Crown corporations -16 239 855 879 
Other 16 112 -394 -28] 
Total a? ee weit 46| 598 
Specified purpose accounts 
Canada Pension Plan Account -445 -184 -858 -387 
Superannuation accounts -183 -194 6,413 5,687 
Other 93 12 298 -232 
Total 535 -366 5 85300 © Wh 5.068 
Other transactions . 3,090 erlley! -765 -614 
Total non-budgetary transactions 22599 SIAN) 5,549 5,052 
Financial requirements/surplus 
(excluding foreign exchange transactions) 1,140 1,454 -1,792 8,368 
Foreign exchange transactions -2,788 -1,868 -4,994 Sy 
Total financial requirements/surplus -1,648 -414 -6,786 14,340 
Table 5 
Financial requirements/surplus and unmatured debt transactions 
January > April to January _ 
7) 1998 1996-97 1997-98 


(millions of dollars) 
Total financial requirements/surplus -1,648 -414 -6,786 14,340 


Unmatured debt transactions 
Payable in Canadian dollars 


Marketable bonds 2,700 0 28,060 16,888 
Canada Savings Bonds -222 -364 2,740 -2,569 
Treasury bills -4,050 -1,400 -34,950 -28,000 
Other 0S O- 307 
Subtotal -l72 -1,764 -3,843 -13,522 
Less: Government’s holdings of unmatured debt alos 101 : -178 _ 3gy 
Total -1,407 -1,663 -4,021 -13,472 


Payable in foreign currencies 


Marketable bonds 0 O- 2,743 -126 
Notes and loans 0 0) 0) 0 
Canada bills -44 5 -192 -562 
Canada notes 20 0 1,789 -353 
Total =A 5 4,340 -1,041 
Total unmatured debt transactions -1,431 -1,658 319 =14:598 


Change in cash balance -3,079 
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Highlights of financial results for February 1998 


Budgetary surplus of $0.8 billion 
in February 1998 


There was a budgetary surplus of $0.8 billion in 
February 1998, compared to a deficit of $0.5 billion 
in February 1997. Budgetary revenues were up 

$0.9 billion, or 7.9 per cent, while program spending 
declined $0.4 billion, or 4.3 per cent. In contrast, 
public debt charges were marginally higher. 


The year-over-year increase in budgetary revenues 
was largely attributable to higher personal income 
tax collections, up $0.9 billion, reflecting strong 
growth in employment income. Corporate income tax 
collections were up $0.1 billion, while goods and 
services tax (GST) collections rose by $0.3 billion. 
Part of the increase in GST collections was 
attributable to the receipt of January 1998 collections, 
which were delayed by the ice storm in eastern 
Canada. In contrast, employment insurance premium 
revenues were lower (down $0.1 billion), primarily 
reflecting the reduction in premium rates from 

$2.90 per $100 of insurable earnings (for 

employees) in 1997 to $2.70 in 1998. 


The decline in program spending reflected lower 
expenditures on each of: transfers to other levels of 
government, subsidies and other transfers, payments 
to Crown corporations, and operating and capital 
expenditures. In contrast, transfer payments to 
persons were higher. Within transfers to other levels 
of government, the decline in cash transfers under the 
Canada Health and Social Transfer (CHST) reflected 
both the reduction in total entitlements and the 

rising value of the tax point transfers. 


Surplus for April 1997 to February 1998 
of $4.1 billion 


Over the April 1997 to February 1998 period, 
there was a surplus of $4.1 billion, representing an 
improvement of $11.9 billion from the deficit of 
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$7.8 billion reported for the same period in 1996-97. 
This turnaround was attributable to the impact of the 
increasing strength in the economy on budgetary 
revenues and the impact on program spending of 
restraint measures introduced in the 1994 and 1995 
budgets. Budgetary revenues were up $7.2 billion 
(5.7 per cent) and program spending declined 

$3.8 billion (4.1 per cent), while public debt 
charges were $1.0 billion lower (2.4 per cent). 


Financial surplus of $12.4 billion in 
April 1997 to February 1998 period 


With a budgetary surplus of $4.1 billion and a net 
source of funds from non-budgetary transactions of 
$7.2 billion, there was a financial surplus, excluding 
foreign exchange transactions, of $11.3 billion, an 
improvement of $10.4 billion from the same period 
in 1996-97. There was also a net source of funds 
amounting to $1.0 billion from foreign exchange 
transactions. In total, therefore, there was a financial 
surplus of $12.4 billion, an improvement of 

$16.8 billion from the same period last year. 

Cash balances were up slightly over the 11 months 
of 1997-98, compared to the end of the 1996-97 fiscal 
year. As a result, since the beginning of the 1997-98 
fiscal year, there has been a $12.1 billion retirement 
of market debt. This is somewhat lower than that 
recorded in the first 10 months, as the government 
increased its foreign exchange reserve holdings in 
February 1998. 


Balanced budget for 1997-98 


Based on the financial results to date, coupled with 
expected developments over the balance of the fiscal 
year, and incorporating the impact of the measures 
announced in the 1998 budget, a balanced budget will 
be recorded in 1997-98. 
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Table | 
Summary statement of transactions 


February April to February 


1oo7, 1998 1996-97 1997-98 


Budgetary transactions 
Revenues 
Program spending 
Operating surplus 
Public debt charges 
Deficit/surplus 
Non-budgetary transactions 


Financial requirements/surplus (excluding 
foreign exchange transactions) 


Foreign exchange transactions 
Total financial requirements/surplus 


Unmatured debt transactions 


(millions of dollars) 


11,906 12,844 124,889 132,049 
-8,820 -8,445 -91,764 -87,958 
3,086 4,399 33,125 44,091 
-3,571 3,611 -40,952 -39,987 
-485 788 GiRohh 4,104 
3052 2,163 8,800 7,219 
2,767 2,951 973 11,323 
-472 4,941 -5,466 1,031 
2,295 -1,990 -4,493 12,354 
496 2,455 815 -12,057 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Budgetary revenues up in April 1997 
to February 1998 period 


Over the April 1997 to February 1998 period, 
budgetary revenues were up $7.2 billion, or 

5.7 per cent, compared to the same period a year 
ago. All of this increase is attributable to the 
strength in the economy. 


¢ Personal income tax collections were up 
$5.0 billion. This increase was due to higher 
deductions at source from employment income, 
in line with the strong gains in employment, 
as well as higher taxes paid on filing, relating 
to income growth in the 1996 taxation year. 
In addition, there have been transfers from 
employment insurance premium revenues to 
personal income tax collections for prior-year 


In addition, premium rates were reduced effective 
January 1998, with the employee rate falling 
from $2.90 per $100 of insurable earnings in 
LOOT MOS 277105 


Goods and services tax collections were up 
$1.4 billion, largely attributable to the strength in 
consumer demand. 


Customs import duties were relatively unchanged, 
as the strong growth in imports witnessed in 1997 
offset the impact of tariff reductions. Other excise 
taxes and duties were up $0.3 billion. 


Non-tax revenues were down $1.7 billion. Most 
of this decline was attributable to the inclusion in 
the 1996-97 results of the proceeds from the sale 
of the Air Navigation System. 


adjustments. 


Corporate income tax collections were 

up $3.0 billion, reflecting the continued 
strength in corporate profits, in line with the 
strengthening economy. 


Employment insurance premium revenues were 
down $1.0 billion. This decline was attributable to 
net transfers of about $0.6 billion during 1997-98 
to personal income tax collections relating to 
overpayments for the 1996 taxation year. 


Program spending lower in April 1997 
to February 1998 period 


Program spending declined $3.8 billion, or 

4.1 per cent, in the first 11 months of 1997-98, 
compared to the same period last year, with all 
major components, with the exception of subsidies 
and other transfers, lower. The decline in total 
program spending was primarily attributable to the 
effect of the restraint measures introduced in the 
1994 and 1995 budgets and, to a lesser extent, 

to the growth in the economy. 
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Table 2 
Budgetary revenues 
February April to February 
Per cent 
1997 1998 1996-97 1997-98 change 
(millions of dollars) (%) 
Income taxes 
Personal income tax 3257/ 6,114 60,226 65,263 8.4 
Corporate income tax ETS Po LoTd 16,012 23.4 
Other income tax revenue 246 220 DUS) MD) \\Al -2.7 
Total income tax 7,28 | 8,246 WAT? 83,489 10.6 
Employment insurance premium revenues 1,791 1,678 17,934 16,976 -5.3 
Excise taxes and duties 
Goods and services tax 1,609 1,882 14,893 16,324 9.6 
Customs import duties 204 202 2,299 2,304 Oo” 
Sales and excise taxes 676 645 TeAB2 V2 4.3 
Total excise taxes and duties 2,489 2,729 24,624 26,380 eal 
Total tax revenues M6! 12,653 118,030 126,845 Ihe 
Non-tax revenues 345 191 6,859 5,204 -24.1 
Total budgetary revenues 11,906 12,844 124,889 132,049 mM 


¢ Major transfers to persons declined $0.2 billion, 
solely due to lower employment insurance 
benefits, as elderly benefits were up. The decline 
in employment insurance benefits was due to 


lower average benefits and a decline in the number 


of beneficiaries, primarily reflecting the impact of 


reform measures, and a decline in the number 
of unemployed. 


¢ Major transfers to other levels of government 


were down $3.0 billion, primarily reflecting lower 


cash transfers under the Canada Health and 
Social Transfer. In the February 1995 budget, the 


government set total entitlements under the CHST 


for 1997-98 at $25.1 billion, down $1.8 billion 
from 1996-97. These entitlements are paid to the 
provinces in the form of tax point transfers and 


cash. The tax point transfer component represents 


the value of “tax room” which the federal 


government made available to provinces, allowing 


the provinces to increase their tax rates by an 


equivalent amount, with no impact on the taxpayer. 


The value of the tax point transfer increases 1n line 


with the growth in the applicable tax bases. The 

cash transfer, therefore, is the difference between 
the entitlement and an increasing value in the tax 
point transfer. Being a residual, the cash transfer, 


which is part of program spending, is affected not 
only by the change in entitlements, but also by the 
growth in the value of the tax point transfer. Cash 
transfers under the CHST were down $2.7 billion 
over the 11 months of 1997-98, compared to the 
same period last year, of which about $1.7 billion 
was attributable to the reduction in entitlements 
with the remainder due to the increase in the value 
of the tax point transfer and recoveries related to 
overpayments in previous fiscal years. Legislation 
has been introduced to apply the $12.5 billion 
cash guarantee one year earlier than previously 
announced, which will result in an additional 

$0.2 billion being paid in 1997-98. 


Direct program spending — that is, total program 
spending less the major transfers to persons and 
other levels of government — declined by 

$0.7 billion. This component includes subsidy 
and other transfer payments, payments to Crown 
corporations, and the operating and capital costs 
of government, including defence. In contrast to 
the reduction to entitlements to other levels of 
government, which took effect in 1996-97, the 
restraint measures introduced in the 1994 and 1995 
budgets resulted in significant reductions 
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Table 6 
Cash, unmatured debt and debt balances: at February 28 


ea 


1998 


Cash balances at end of period 


(millions of dollars) 


In Canadian dollars 4,862 9,647 
In foreign currencies 2) 8 
Total cash balance 4,867 9,655 
Unmatured debt balance 
Payable in Canadian dollars 
Marketable bonds 284,425 296,351 
Treasury bills 128,400 109,200 
Canada Savings Bonds 33,763 30,738 
Other 3,469 3,458 
Subtotal 450,057 439,747 
Less: Government’s holdings of unmatured debt 1,076 943 
Total 448,981 438,804 
Payable in foreign currencies 
Marketable bonds 1 a, 15,240 
Notes and loans 0 0 
Canada bills 7,026 8,984 
Canada notes 2,099 1,768 
Total 21552 25,992 
Total unmatured debt 470,363 464,796 


Public debt charges lower in April 1997 
to February 1998 period 


Public debt charges were down $1.0 billion, or 

2.4 per cent, on a year-over-year basis. This decline 
was attributable to lower average effective interest 
rates on the federal government’s debt. 
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Table 3 
Budgetary expenditures 


February April to February 
Per cent 
1997) 1998 1996-97 1997-98 change 
(millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,819 1,880 19,754 20,317 2.9 
Employment insurance benefits 1h 1333 1,193 AL I GAE 10,418 -6.8 
Total 2952 3,073 30,930 30,735 -0.6 
Other levels of government 
Canada Health and Social Transfer 1,267 962 13,860 IL 3X0) -19.7 
Fiscal transfers WY 698 8,543 8,434 -1.3 
Alternative Payments 
for Standing Programs -166 -180 -1,845 -1,964 6.4 
Total 1,838 1,480 20,558 17,600 -14.4 
Subsidies and other transfers 
Agriculture 136 Et 809 654 -19,2 
Foreign Affairs 202 205 | syv4ly 1,464 = Syl 
Human Resources Development 270 DK F652) 1,350 [13:3 
Indian and Northern Development DY 265 3,249 3,439 5.8 
Industry and Regional Development 209 230 1,447 979 8.5 
Veterans Affairs 114 115 P50 1,254 0.3 
Other 361 302 2,701 SVS) 14.9 
Total 1,504 1,449 12,650 12,834 iW Se 
Total transfers 6,294 6,002 64,138 61,169 -4.6 
Payments to Crown corporations 
Canadian Broadcasting Corporation 100 56 897 802 -10.6 
Canada Mortgage and Housing Corporation 118 125 1,701 1,528 -10.2 
Other 96 91 Lee 994 -10.5 
Total 314 272 3,709 3,324 -10.4 
Operating and capital expenditures 
Defence 783 741 8,024 WEN 22) 5) 
All other departmental expenditures 1,429 1,430 1.693 15,724 -1.1 
Total Zoi. 2171 PONE 23,465 -1.9 
Total program expenditures 8,820 8,445 91,764 87,958 -4.1 
Public debt charges Sy fh 3,611 40,952 39,987 -2.4 
Total budgetary expenditures 12391 12,056 Is Pa /iKe) 127,945 -3.6 


beginning in 1995-96. In addition, the restraint 
measures announced as part of the March 1996 
budget Program Review exercise will further 
reduce this component’s spending in 1998-99. 
Within direct program spending, other transfer 


payments were up, primarily reflecting the timing 


of payments associated with the sale of the 

Air Navigation System to Nav Canada. 
Payments to Crown corporations, defence and all 
other departmental spending were lower. These 
declines primarily reflected the impact of 
restraint measures. 
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Table 4 
The deficit/surplus and financial requirements/surplus 


February April to February 
1997 1998 1996-97 1997-98 


(millions of dollars) 


Deficit(-)/surplus(+) -485 788 7.827 4,104 
Loans, investments and advances 
Crown corporations 23 216 878 1,095 
Other -17 -20 -411 -300 
Total 6 196 467 Tos 
Specified purpose accounts 
Canada Pension Plan Account 509 42 -350 -344 
Superannuation accounts -232 -296 6,181 5,39 
Other 143 49 44] -181 
Total 420 -205 Oni 4,866 
Other transactions 2,826 Zee 2,061 1,558 
Total non-budgetary transactions ey Py 2,163 8,800 7,219 
Financial requirements/surplus 
(excluding foreign exchange transactions) 2,767 2951 973 11,323 
Foreign exchange transactions =472 -4,94] -5,466 EOST 
Total financial requirements/surplus DIRS) -1,990 -4,.493 IDS54 
Table 5 
Financial requirements/surplus and unmatured debt transactions 
February April to February 
1997 1998 1996-97 1997-98 


(millions of dollars) 


Total financial requirements/surplus ASE -1,990 -4,493 12,354 


Unmatured debt transactions 
Payable in Canadian dollars 


Marketable bonds 3,600 -3,100 31,660 13,788 
Canada Savings Bonds -405 -186 B35. PP TSS 
Treasury bills DSO 1,800 -37,700 -26,200 
Other -316 -169 -9 -10 
Subtotal 129 -1,655 -3,714 -15,177 
Less: Government’s holdings of unmatured debt 135 94 -43 145 
Total 264 -1,561 -3,757 -15,032 


Payable in foreign currencies 


Marketable bonds 0 2,906 | 2743 2,780 
Notes and loans 0 0 0 0 
Canada bills 232 1,110 40 548 
Canada notes 0 0 1,789 -353 
Total DD) 4,016 4,572 2,973 
Total unmatured debt transactions 496 2,455 815 -12,057 


Change in cash balance 2,791 465 -3,678 297 
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Highiights of financial results for March 1998 


Surplus of $63 million in March 1998 
A surplus of $63 million was reported for March 1998, compared to a deficit of $1.8 billion in March 1997, 


Budgetary revenues were up $2.8 billion largely attributable to higher personal and corporate income tax collections. 
Personal income tax collections were up $1.1 billion. About half of this increase was due to special factors, including 
the impact of lower personal income tax refunds in March 1998 and a transfer of funds to the Provincial Tax 
Collection Account in March 1997. The remaining increase was largely attributable to strong growth in the economy. 
Corporate income tax collections were up $1.2 billion, reflecting higher final payments relating to the 

1997 taxation year. 


Higher employment insurance benefit payments (up $0.3 billion), increased cash transfers to other levels of government 
(up $0.4 billion), and higher operating and capital expenditures (up $0.4 billion) explain the $1 billion year-over-year 
increase in program spending. The increase in employment insurance benefit payments was attributable to the timing 
of payments, as the number of unemployed was lower. Transfers under the former Established Programs Financing 

_ program, relating to underpayments for 1995-96, accounted for most of the increase in transfers to other levels of 

_ government. The increase in operating and capital expenditures was due to a court settlement and the timing 

_ of payments. 


Year to date: budgetary surplus of $4.2 billion 


Over the period April 1997 to March 1998, the budgetary surplus stood at $4.2 billion, compared to a budgetary 
deficit of $9.6 billion in the same period in 1995-96. 


¢ Budgetary revenues were up $10.0 billion or 7.3 per cent, on a year-over-year basis. All of this increase was due 
to the growth in the economy. 


¢ Program spending was down $2.8 billion or 2.7 per cent, primarily reflecting the impact of the restraint measures 
introduced in the 1994 and 1995 budgets. 


¢ Public debt charges were down by $1.0 billion, or 2.3 per cent. This reflected declines in interest rates, especially 
short-term rates. 


Final results to come in the fall 


The financial results for the April 1997 to March 1998 period are not the final results for the 1997-98 fiscal year. 
Still to come are the regular end-of-year accounting adjustments. 


* Consistent with government accounting principles, these “end-of-year accounting” adjustments incorporate 
increases to program spending to include the costs of liabilities incurred during the fiscal year for which no 
payments were made in 1997-98. Adjustments are also made to budgetary revenues, primarily to reflect 
cash-in-transit at year end. 

¢ Based on the financial results to date, coupled with expected developments in the end-of-year accounting period, 
and incorporating the impact of liabilities announced in the 1998 budget, such as the Canada Millennium 
Scholarship Fund, a balanced budget will be recorded in 1997-98. 


The final audited financial results will be available in the Annual Financial Report, scheduled for release in the 


fall of 1998. 
Department of Fi M des F C di 
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Table 1 


Summary statement of transactions 


March April to March 
1997 1998 1996-97 1997-98 
(millions of dollars) 
Budgetary transactions 

Revenues 12,422 15,27 137,312 147,320 
Program spending -10,434 -11,478 -102,198 -99,437 
Operating surplus 1,988 5,193 35,114 47,883 
Public debt charges -3,798 -3,730 -44,750 -43,716 
Deficit/surplus -1,810 63 -9,636 4,167 
Non-budgetary transactions OG 88) 10,768 8,549 

Financial requirements/surplus (excluding 
foreign exchange transactions) 157 1,396 L132 12,726 
Foreign exchange transactions -2,058 -2,871 -7,524 -1,840 
Total financial requirements/surplus -1,901 -1,475 -6,392 10,876 
Unmatured debt transactions O77 2,163 TAQ? -9,896 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Budgetary revenues up $10.0 billion 


The federal budgetary balance 


in April 1997 to March 1998 period 


1996-97 and 1997-98 Over the April 1997 to March 1998 period, budgetary 
Year to date revenues were up $10.0 billion, or 7.3 per cent, on a 
year-over-year basis. This increase primarily reflects 
the continuing strong economic growth. 


HM 1996-97 ° 
[| 1997-98 


billions of dollars 


10 


ee e 
First Second Third Fourth Fiscal 
quarter quarter quarter quarter year 


Personal income tax collections were up $6.2 billion, 
or 9.8 per cent. This increase was due to higher taxes 
paid on filing and quarterly instalment payments, 
relating to the stronger income growth in the 1996 
taxation year, and to higher deductions at source 
from employment, in line with the strong gains in 
employment since the beginning of last year. 


Corporate income tax collections were up $4.3 billion, 
or 26.5 per cent, attributable to an increase in corporate 
profits, in line with the strengthening economy. 
Settlement period collections in March 1998, relating 
to corporations with taxation years ending 

December 1997, were up $1.2 billion. 


Employment insurance premiums were down 

$1.0 billion, or 5.3 per cent. Most of this decrease 

was attributable to the impact of the change in 

remittance requirements, which came into effect in 

January 1997. This resulted in a one-time increase 
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Table 2 


Budgetary revenues 


March April to March 
Per cent 
1997 1998 1996-97 1997-98 change 
(millions of dollars) (%) 
Income taxes 

Personal income tax 2,948 4,075 63,175 69,338 9.8 
Corporate income tax 3.13 4,361 16,102 20,373 26.5 
Other income tax revenue 75 202 2,449 DAS -1.4 
Total income tax 6,254 8,638 81,726 92,126 27 
Employment insurance premium revenues 1,866 78h 19,800 18,758 -5.3 

Excise taxes and duties 
Goods and services tax 1,765 1,803 16,658 135126 8.8 
Customs import duties 204 284 2,503 2,588 Be 
Sales and excise taxes 595 698 8,028 8,450 S25 
Total excise taxes and duties 2,564 2185 27,189 29,164 HS 
Total tax revenues 10,684 13,204 238715 140,048 8.8 
Non-tax revenues 1,738 2,067 8,597 GP? =15.4 
Total budgetary revenues 12,422 13271 1S 7312 147,320 es 


in premium revenues in the final quarter of 1996-97 
of about $1 billion. The impact of lower premium rates 
was offset by increases in the number of employed. 


¢ Net goods and services tax (GST) collections were 
up $1.5 billion, or 8.8 per cent, consistent with the 
growth in consumer expenditures subject to this tax. 


* Customs import duties were up slightly, as the 
strong growth in imports witnessed in 1997 more 
than offset the impact of tariff reductions. Other excise 
taxes and duties were up $0.4 billion, or 5.3 per cent. 


¢ Non-tax revenues, consisting of return on 
investments and other non-tax revenues, such as fees 
and proceeds from sales, among others, were down 
$1.3 billion or 15.4 per cent. This decline was 
attributable to the inclusion in the 1996-97 results 
of the proceeds ($1.5 billion) from the sale of the 
Air Navigation System. 


Based on the results to date, it is expected that the final 
outcome for budgetary revenues will be somewhat higher 


_ than estimated in the February 1998 budget. The final 
_ outcome will depend upon cash received in March 1998 


but not deposited with the Receiver General until 
April 1998. 


Budgetary revenues _ 
1996-97 and 1997-98 © 


April to March 
Year-over-year growth 


per cent change 
30 
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Program spending down $2.8 billion 
in April 1997 to March 1998 period 


Program spending declined by $2.8 billion, or 

2.7 per cent, in the April 1997 to March 1998 period, 
compared to the same period last year. The decline in 
program spending was primarily attributable to the effect 
of the restraint measures introduced in the 1994 and 
1995 budgets and, to a lesser extent, the growth in 

the economy. 


Major transfers to persons increased $0.2 billion, solely 
due to higher elderly benefit payments (up $0.6 billion), 
as employment insurance benefit payments were 

$0.5 billion lower. 


¢ The higher elderly benefits reflect an increase in the 
number eligible for benefits and higher average 
benefits, which are indexed to inflation. 


¢ The decline in employment insurance benefit 
payments was primarily due to a decline in the number 
of beneficiaries, primarily reflecting the impact of 
reform measures and a decline in the number of 
unemployed. 


Major transfers to other levels of government were down 
$2.5 billion, reflecting lower cash transfers under the 
Canada Health and Social Transfer (CHST). In contrast, 
fiscal transfers were up $0.3 billion. 


¢ Inthe February 1995 budget, the government set 
total entitlements under the CHST for 1997-98 at 
$25.1 billion, down $1.8 billion from 1996-97. 
These entitlements are paid to the provinces in the 
form of tax point transfers and cash. The tax point 
transfer component represents the value of “tax room” 
which the federal government made available to 
provinces, allowing the provinces to increase their tax 
rates by an equivalent amount, with no impact on the 
taxpayer. The value of the tax point transfer increases 
in line with the growth in the applicable tax bases. The 
cash transfer, therefore, is the difference between the 
entitlement and an increasing value in the tax point 
transfer. Being a residual, the cash transfer, which is 
part of program spending, is affected not only by the 
change in entitlements, but also by the growth in the 
value of the tax point transfer. Cash transfers under the 
CHST were down $2.7 billion over the April 1997 to 
March 1998 period, compared to the same period last 
year, of which $1.8 billion was attributable to the 
reduction in entitlements with the remainder due to 
the increase in the value of the tax point transfer. 
The government has announced that the cash 
component of the CHST transfer will not fall below 
$12.5 billion for the period 1997-98 to 2002-03. 


Legislation is currently before Parliament to effect this 
change. Under the current legislation, the cash transfer 
was not allowed to fall below $11 billion. 


e The increase in fiscal transfers was largely attributable 
to final payments under the old Established Programs 
Financing program (since replaced by the CHST) 
for the year 1995-96. In addition, transfers under the 
Equalization program were up slightly. 


Direct program spending, consisting of total program 
spending less the major transfers to persons and other 
levels of government, declined by $0.4 billion in the 
April 1997 to March 1998 period, compared to the same 
period last year. This component includes subsidy and 
other transfer payments, payments to Crown corporations, 
and the operating and capital costs of government, 
including defence. In contrast to the reduction to 
entitlements to other levels of government, which took 
effect in 1996-97, the restraint measures introduced in the 
1994 and 1995 budgets resulted in significant reductions 
beginning in 1995-96. In addition, the restraint measures 
announced as part of the March 1996 budget Program 
Review exercise will further reduce spending in this 
component in 1998-99. 


Budgetary expenditures 
1996-97 and 1997-98 


April to March 
Year-over-year growth 


per cent change 
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Table 3 


Budgetary expenditures 


March April to March 
Per cent 
1997 1998 1996-97 1997-98 change 
(millions of dollars) (%) 
Transfer payments to: ; 
Persons 
Elderly benefits 1,841 1,894 21,594 D0 ee 2.9 
Employment insurance benefits 1,176 1,479 P2352 11,897 -3.7 
Total 3,017 Se 33,946 34,109 0.5 
Other levels of government 
Canada Health and Social Transfer 1051 POs 14,911 125233 -18.0 
Fiscal transfers 607 LOI 9,150 9.446 3.2 
Alternative Payments for Standing Programs -167 -156 -2,012 -2,120 5.4 
Total 1,491 1,959 22,049 19,559 -11.3 
Subsidies and other transfers 
Agriculture 90 150 899 804 -10.6 
Foreign Affairs 338 362 1,881 1,825 -3.0 
Human Resources Development 173 DAD) 1,826 1,622 =i? 
Indian and Northern Development 179 DI) 3,428 3,660 6.8 
Industry and Regional Development 278 B32 (VPS) F902 10.3 
Veterans Affairs 113 114 1363 1,368 0.4 
Other 1,853 16530 4,554 4,633 ee 
Total 3,024 2,981 15,676 15,814 09 
Total transfers T5352 8,313 71,671 69,482 -3.1 
Payments to Crown corporations 
Canadian Broadcasting Corporation 100 61 O9 863 -13.4 
Canada Mortgage and Housing Corporation 197, 135 1,898 1,663 -12.4 
Other 108 86 15220 1,080 -11.5 
Total 405 282 4,115 3,606 -12.4 
_ Operating and capital expenditures 
Defence 687 811 7 2 Bone -1.8 
All other departmental expenditures 1,810 2.072 17,700 17797 0.5 
Total 2,497 2,883 26,412 26,349 -0.2 
Total program expenditures 10,434 11,478 102,198 99,437 -2.7 
| Public debt charges 3,798 S50 44,750 43,716 -2.3 


_ Total budgetary expenditures 14232) 15,208 146,948 143-153 -2.6 
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Table 4 
The budgetary balance and financial requirements/surplus 
March April to March 
1997 1998 1996-97 1997-98 
(millions of dollars) 
Deficit (-)/surplus (+) -1,810 63 -9,636 4,167 
Loans, investments and advances 
Crown corporations -4 148 874 1,243 
Other -54 0 -465 -301 
Total -58 148 409 942 
Specified purpose accounts 
Canada Pension Plan Account 467 803 hey. 459 
Superannuation accounts DIO 2,692 S751 8,083 
Other 87 207 528 26 
Total 3,124 557 Oz 9,396 8,568 
Other transactions -1,099 aa 963 -961 
Total non-budgetary transactions L967 333 10,768 8,549 
Financial requirements/surplus 157 1396 NS 12716 
(excluding foreign exchange transactions) 
Foreign exchange transactions -2,058 -2,871 -7,524 -1,840 
Total financial requirements/surplus -1,901 -1,475 -6,392 10,876 
Table 5 
Financial requirements/surplus and unmatured debt transactions 
March April to March 
1997 1998 1996-97 1997-98 
(millions of dollars) 
Total financial requirements/surplus -1,901 -1,475 -6,392 10,876 
Unmatured debt transactions 
Payable in Canadian dollars 
Marketable bonds -1,989 -1,810 2901671 11,978 
Canada Savings Bonds -259 -145 2,076 -2,900 - 
Treasury bills 7,000 3,100 -30,700 -23,100 
Other -] -| -11 -11 
Subtotal 4,751 1,144 1,036 -14,033 
Less: Government’s holding of unmatured debt 194 98 152 241 
Total 4,945 1,242 1,188 -13,792 
Payable in foreign currencies 
Marketable bonds 0) 629 24143 3,409 
Notes and loans 0 0) 0 0 
Canada bills 1,410 436 1,450 984 
Canada notes pip) -144 1,811 -497 
Total 1,432 921 6,004 3,896 
Total unmatured debt transactions Ce M, 2AGS (Ay -9,896 
Change in cash balance 4,476 688 800 980 
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Table 6 


Cash, unmatured debt and debt balances: at March 31 


1997 1998 


Cash balances at end of period 


In Canadian dollars 
In foreign currencies 


Total cash balance 


Unmatured debt balance 


Payable in Canadian dollars 
Marketable bonds 
Treasury bills 
Canada Savings Bonds 
Other 


Subtotal 
Less: Government’s holdings of unmatured debt 
Total 


Payable in foreign currencies 
Marketable bonds 
Notes and loans 
Canada bills 
Canada notes 


Total 


Total unmatured debt 


(millions of dollars) 


9,254 10,293 
89 49 
9,343 10,342 
282,436 294,541 
135,400 112,300 
33,503 30,593 
3,467 3,456 
454,806 440,890 
883 846 
453,923 440,044 
12,257 15,869 
0 0 

8,436 9,420 
24121 1,624 
22,814 26,913 
476,737 466,957 


¢ Within direct program spending, payments to Crown 
corporations were down $0.5 billion, while operating 
and capital expenditures declined $0.1 billion. These 
declines primarily reflected the impact of restraint 
measures, although the net effect was dampened by the 
timing of payments and the costs associated with the 
June 1997 general election. Other transfers were up 
slightly, in part due to expenditures related to the 
Manitoba flood and the ice storm in eastern Canada. 


Public debt charges down $1.0 billion 
‘in April 1997 to March 1998 period 


Public debt charges were down $1.0 billion, or 
2.3 per cent, on a year-over-year basis. This decline 
was attributed to lower average effective interest rates 
on the federal government’s debt. 


Financial surplus in 1997-98 


Although final budgetary results will not be available until 
the fall of 1998, the results for the financial surplus for the 
April to March period do not differ significantly from the 
final audited results. This is because the financial results 


measure the difference between cash coming in to the 
government and cash going out, whereas the budgetary 
balance results are on a modified accrual basis of 
accounting. The financial surplus results are usually 
higher than the budgetary surplus, as the former includes 
transactions in loans, investments and advances, federal 
employees’ pension accounts, other specified purpose 
accounts, and changes in other financial assets and 
liabilities. These activities are included as part of 
non-budgetary transactions. In addition, the budgetary — 
surplus is largely presented on the accrual basis of 
accounting. The conversion from accrual to cash is also 
reflected in non-budgetary transactions. On balance, 
non-budgetary transactions usually provide the 
government with a net source of funds. 


Non-budgetary transactions provided the government with 
a net source of funds, over the April 1997 to March 1998 
period, amounting to $8.5 billion, compared to a net source 
of $10.8 billion in the same period last year. The lower 
source was attributable to the transfer of applicable 
pension assets to Nav Canada and the special one-time 
payment to the Canada Foundation for Innovation. 
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With a budgetary surplus of $4.2 billion and a net source 
of funds from non-budgetary transactions of $8.5 billion, 
there was a financial surplus, excluding foreign exchange 
transactions, of $12.7 billion as of March 31, 1998. 

The February 1998 budget estimated a financial surplus, 
excluding foreign exchange transactions, for 1997-98 

of $12.0 billion. In 1996-97, there was a net source 

of $1.1 billion. 


The purpose of the Exchange Fund Account is to 
promote order and stability in the foreign exchange 
market. It fulfils this function by buying foreign 
exchange (selling Canadian currency) when there is 
upward pressure on the value of the Canadian dollar and 
selling foreign exchange (buying Canadian dollars) 
when there is downward pressure. Preliminary estimates 
indicate a net foreign exchange transactions requirement 
for 1997-98 of $1.8 billion, compared to a net 
requirement of $7.5 billion in 1996-97. 


As aresult, preliminary estimates suggest that there 
was a financial surplus, including foreign exchange 
transactions, of $10.9 billion in 1997-98, compared to 
a net requirement of $6.4 billion in 1996-97. 


The federal government retired $9.9 billion of its market 
debt. The structure of the government’s debt has also 
changed significantly, in order to further reduce the 


exposure to unexpected changes in interest rates. 

The share of debt held in short-term floating rate 
instruments, primarily Treasury bills, has been reduced, 
while the share held in longer-term rate instruments 
has increased. 


The Debt Servicing and Reduction Account 


In June 1991, legislation to establish the Debt Servicing 
and Reduction Account received Royal Assent. 

As aresult, effective April 1, 1991, all goods and 
services tax revenue net of the applicable input 

tax credits, rebates and the low income credit, along 
with the net proceeds from the sale of Crown 
corporations and gifts to the Crown identified for debt 
reduction must, by law, go directly to the Debt Servicing 
and Reduction Account. The funds in this Account can 
only be used to pay the cost of servicing the public debt 
and ultimately to reduce the debt. The Account is audited 
on an annual basis by the Auditor General of Canada. 

In his “Observations” on the 1996-97 financial 
statements, the Auditor General questioned the need 

for this Account, given the fundamental concept of the 
Consolidated Revenue Fund. The government has 
indicated that it would review this issue. 


Table 7 
Debt Servicing and Reduction Account (DSRA) 
1991-92 1992-93 1993-94 1994-95 1995-96 1996-97 
(millions of dollars) 
Gross GST collected 29,564 30,516 32,052 26,715 38,048 40,733 
Less: 
Refunds and rebates 117330 125138 14,271 17lt2 18,874 19,782 
Quarterly low-income tax credit 2,202 2,503 2,685 2,816 2,799 2,812 
Net GST 15,168 14,868 15,696 16,787 16,374 18,079 
GST penalties and interest received 19 71 90 129 135 159 
Gains from wind-up of interest in 
Crown corporations/disposal of 
shares in Crown corporations 2 110 325 
Gifts to the Crown 0.4 0.1 0.2 0.5 Os 0.3 
Proceeds to the DSRA 15,190 15,050 15,786 16,916 16,835 18,238 


Source: Public Accounts of Canada — 1997 
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Highlights of financial results for April 1998 


Budgetary surplus up in April 1998 


There was a surplus of $1.6 billion in April 1998, 
up $0.1 billion from the restated estimate for 
April 1997 (see “Note to users” on next page). 
Budgetary revenues were up 1.6 per cent, on a 
year-over-year basis, while public debt charges 
were down 0.4 per cent. Program spending 
increased by 1.0 per cent. 


The year-over-year increase in budgetary 
revenues reflected strong advances in personal 
and corporate income tax collections — the net 
impact of which was dampened by declines in 
employment insurance premium revenues and in 
goods and services tax (GST) collections. 


¢ Personal income tax collections were up 
6.4 per cent, or $0.4 billion, primarily due 
to strong gains in employment since the 
beginning of the year and higher taxes paid on 
filing, related to the 1997 taxation year. The 
overall increase was dampened by higher tax 
refunds, up 15.3 per cent, or $0.6 billion. 


¢ Corporate income tax collections were up 
7.4 per cent, or $0.1 billion. 


¢ Employment insurance premium revenues were 
down 5.2 per cent, or $0.1 billion. This was 
attributable to lower premium rates. The 
employee premium rate for 1998 is $2.70 
(per $100 of insurable earnings), compared 
to a rate of $2.90 for 1997. The decline in 
premium rates more than offsets the impact 
of the increase in the number of employed 
on overall premium revenues. 
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¢ Net GST collections fell 8.9 per cent, or 
$0.2 billion, as higher refunds and rebates 
more than offset a strong growth in gross 
collections. 


¢ The other components of revenues were 
relatively unchanged from last year’s level. 


The increase in program spending was largely 
attributable to higher subsidies and other transfers 
related to obligations under the Bretton Woods 
and Related Agreements and compensation 
payments related to the ice storm in eastern 
Canada. Among the other components: 


¢ Major transfers to persons were up slightly 
as increased elderly benefit payments 
more than offset a decline in employment 
insurance benefits. 


¢ Major transfers to other levels of government 
were down slightly, primarily due to recoveries 
under Alternative Payments for Standing 
Programs. Cash transfers under the Canada 
Health and Social Transfer were unchanged as 
legislation prevents the annual cash component 
of this transfer from falling below $12.5 billion 
for the period 1997-98 to 2002-03. 


¢ Payments to Crown corporations were 
unchanged while operating and capital 
expenditures were lower, reflecting the impact 
of the 1996 budget restraint measures. 


The decline in public debt charges was 
attributable to a decline in the stock of interest- 
bearing debt and lower average effective interest 
rates on that stock. 


Canada 
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Table | 


Summary statement of transactions 


April 
OOF, 1998 


(millions of dollars) 


Budgetary transactions 


Revenue 12,302 12,500 
Program spending -7,386 -7,462 
Operating surplus 4,916 5,038 
Public debt charges -3,467 -3,454 
Deficit/surplus 1,449 1,584 
Non-budgetary transactions -4,444 -3,856 
Financial requirements/surplus (excluding 
foreign exchange transactions) -2,995 -2,272 
Foreign exchange transactions Seatek, 15287 
Total financial requirements/surplus 594 -985 
Unmatured debt transactions -5,092 -5,557 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Total financial requirement up Note to users 

in April 1998 With this Fiscal Monitor, a number of accounting 
Despite a budgetary surplus of $1.6 billion, total adjustments are being introduced to make the 
financial requirements amounted to $1.0 billion in monthly budgetary results more reflective of 
April 1998, compared to a financial surplus of current developments and to reduce the 

$0.6 billion in April 1997. This was attributable magnitude of the end-of-year adjustments. The 
to a lower net source of funds from foreign monthly results for 1997-98 are being restated so 
exchange transactions. In April 1998, foreign that year-over-year comparisons can be made. 
exchange transactions provided the government These changes will have no impact on financial 
with a net source of funds amounting to requirements/surpluses. The changes largely 
$1.3 billion, compared to a net source of respond to suggestions made in Chapter 3 of 
$3.6 billion in April 1997. Non-budgetary the Auditor General’s April 1997 report. 


transactions resulted in a net requirement of 
$3.9 billion in April 1998, down from a net 
requirement of $4.4 billion in April 1997. 


The remittance date for some revenue sources 
(particularly the GST) 1s the last day of the 
month. This means that most of these revenues 
are not deposited with the government until the 


Prater debt lower first banking day of the following month. If 

The government retired $5.6 billion of market the last remittance day of the month falls on a 

debt in April 1998 by reducing its cash balances. statutory holiday or on a weekend, these revenues 

In total, cash balances were reduced by are often not deposited with the government until | 


$6.5 billion. the second banking day of the following month. 
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Table 2 
Budgetary revenues 
April Percent 
ie 1998 change 
(millions of dollars) (%) 
Income taxes 
Personal income tax 5,835 6,209 6.4 
Corporate income tax 15156 1,241 714 
Other income tax revenue 297 286 -3.7 
Total income tax 7,288 7936 6.1 
Employment insurance premium revenues 1,844 1,748 =5:2 
Excise taxes and duties 
Goods and services tax 1,979 1,803 -8.9 
Customs import duties 153 174 iti 
Sales and excise taxes 666 621 -6.8 
Total excise taxes and duties 2,798 2,598 -7.1 
Total tax revenues 11,930 12,082 3 
Non-tax revenues 372 418 (4 
Total budgetary revenues 12,302 12,500 1.6 


Although adjustments are made at year end to 
allocate such revenues to the appropriate fiscal 
year, up to now such adjustments were not made 
on a monthly basis. As a result, the revenue 
numbers, particularly for April, were significantly 
understated with adjustments only made at the 
end of the fiscal year — in the year-end accounting 
_ period. In addition, there were often large year- 
_ Over-year variations in the recording of revenues 
_ ona monthly basis due solely to the timing of 
such remittances, making analysis of the current 
' results difficult. Therefore, the cut-off date for 
revenues applicable to the current month has been 
changed from the last day of the month to the end 
of the second banking day of the next month. 


Although budgetary expenditures are on an 
accrual basis of accounting, a number of 
adjustments in the past were only made at year 
end. These included the accrual of wages and 
salaries and the amortization of actuarial balances 
in the public service pension accounts, among 
others. Such adjustments will now be made ona 
monthly basis, provided reasonable estimates can 
be made. 


These changes will put the monthly results on an 
accounting basis that more closely approximates 
that used in the final fiscal year results. 
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Table 6 


Cash, unmatured debt and debt balances 


March 31, 1998 April 30, 1998 


(millions of dollars) 


Cash balances at end of period 


In Canadian dollars 10,243 3,741 
In foreign currencies 49 8 
Total cash balance 10,292 3,749 


Unmatured debt balance 


Payable in Canadian dollars 


Marketable bonds 294,541 294,541 
Treasury bills 112,300 108,100 
Canada Savings Bonds 30,593 29,964 
Other 3,456 3,455 
Subtotal 440,890 436,060 
Less: Government’s holdings of unmatured debt 846 756 
Total 440,044 435,304 


Payable in foreign currencies 


Marketable bonds 15,869 15,869 
Notes and loans 0 0 
Canada bills 9,420 8,603 
Canada notes 1,624 1,624 
Total 26,913 26,096 
Total unmatured debt 466,957 461,400 
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Table 3 
Budgetary expenditures 
April Per cent 
1997 1998 change 
(millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,790 1,821 Lal 
Employment insurance benefits 1,134 1,114 -1.8 
Total 2,924 23935 0.4 
Other levels of government 
Canada Health and Social Transfer 1,042 1,042 0.0 
Fiscal transfers 638 642 0.6 
Alternative Payments for Standing Programs -178 -187 Dll 
Total 1502 1,497 -0.3 
Subsidies and other transfers 
Agriculture 4 5 25.0 
Foreign Affairs 49 100 104.1 
Health 68 84 Zone 
Human Resources Development a2 58 LS 
Indian and Northern Development 716 778 8.7 
Industry and Regional Development A9 12 -8.9 
Veterans Affairs 12 114 1.8 
Other 200 190 -5.0 
Total 1,280 1,401 95 
Total transfers 5,706 5,833 2 
Payments to Crown corporations 
Canadian Broadcasting Corporation 2 147 313 
Canada Mortgage and Housing Corporation 139 12 -10.1 
Other 137 116 -15.3 
Total 388 388 0.0 
Operating and capital expenditures 
Defence 355 346 -2.5 
All other departmental expenditures 937 895 -4.5 
Total 1292 1,241 -3.9 
Total program expenditures 7,386 7,462 1.0 
Public debt charges 3,467 3,454 -0.4 
Total budgetary expenditures 10,853 10,916 0.6 


The Fiscal Monitor 


Table 4 
The budgetary balance and financial balance 
April 
1997 1998 
(millions of dollars) 
Deficit (-)/surplus (+) 1,449 1,584 
Loans, investments and advances 
Crown corporations -253 101 
Other oe 28 
Total -231 194 
Specified purpose accounts 
Canada Pension Plan Account 513 399 
Superannuation accounts 406 565 
Other -26 -4(0) 
Total 893 1,124 
Other transactions -5,106 -5,174 
Total non-budgetary transactions -4,444 -3,856 
Financial requirements/surplus (excluding foreign exchange transactions) -2,995 -2,272 
Foreign exchange transactions 3,589 1,287 
Total financial requirements/surplus 594 -985 
Table 5 
Financial balance and unmatured debt transactions 
April 
1997 1998 


(millions of dollars) 


Total financial requirements/surplus 594 -985 


Unmatured debt transactions 
Payable in Canadian dollars 


Marketable bonds 0 0 
Canada Savings Bonds -289 -629 
Treasury bills -3,700 -4,200 
Other 4 | =f 
Subtotal -3,990 -4,830 
Less: Government’s holdings of unmatured debt 143 90 
Total -3,847 -4,740 
Payable in foreign currencies 
Marketable bonds 0 0 
Notes and loans 0 0 
Canada bills -940 -817 
Canada notes -305 0 
Total -1,245 -817 
Total unmatured debt transactions -5,092 “3,354 


Change in cash balance -4,498 -6,542 
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Highlights of financial results for May 1998 


Budgetary surplus of $1.4 billion 
recorded in May 1998 


A budgetary surplus of $1.4 billion was recorded 
in May 1998, compared to a restated deficit of 
$37 million in May 1997. Budgetary revenues 
were up $1.6 billion (14.5 per cent), while 
program spending declined $0.1 billion 

(1.7 per cent). Public debt charges were up 

$0.2 billion (6.5 per cent). 


The increase in budgetary revenues was primarily 
due to higher personal income tax collections 
($1.0 billion), increased goods and services tax 
(GST) collections (up $0.4 billion), and higher 
corporate income tax collections (up $0.3 billion). 


¢ The increase in personal income tax collections 
reflected both strong growth in source 
deductions due to gains in employment and 
higher taxes paid on filing relating to the 
1997 taxation year. 


¢ The increase in GST collections was 
attributable, in part, to higher refunds in 
May 1997, which served to depress collections 
in that month. 


© In contrast, employment insurance premium 
revenues were lower, reflecting the decline in 
premium rates for 1998. 


_ The decline in program spending was largely 
attributable to lower direct program spending, 
reflecting the impact of the 1996 budget 
measures. The increase in public debt charges 
was due to higher average effective interest rates 
reflecting changes in the composition of the 
government’s interest-bearing debt. 


Budgetary surplus of $3.0 billion 
for April and May 1998 


Over the first two months of the 1998-99 

fiscal year, the budgetary surplus was estimated 
at $3.0 billion, up $1.6 billion from the restated 
surplus of $1.4 billion estimated for the same 
period last year. This increase was primarily 
attributable to the continued strength in the 
economy. Budgetary revenues were up 

$1.8 billion (7.6 per cent). Program spending 
declined $0.1 billion (0.3 per cent), but this 
was more than offset by higher public debt 
charges ($0.2 billion, or 3.0 per cent). 


Within budgetary revenues: 


¢ Personal income tax collections were up 
$1.4 billion, or 12.4 per cent, reflecting both 
higher taxes paid on filing, relating to strong 
income growth in the 1997 taxation year, and 
an increase in deductions from employment 
income, due to increases in the number of 
people employed. 


¢ Corporate income tax collections were up 


$0.4 billion, or 17.3 per cent, attributable to 
an increase in gross corporate profits, in line 
with the continued strength in certain sectors 
of the economy. 


¢ Employment insurance premium revenues 


were down $0.2 billion, or 4.3 per cent. 
This was due to lower premium rates. 

The employee premium rate for 1998 is 
$2.70 (per $100 of insurable earnings), 
compared to a rate of $2.90 for 1997 (with 
a comparable decline in the employer rate). 
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Table 1 


Summary statement of transactions 


May April to May 
oT 1998 1997-98 1998-99 
(millions of dollars) 
Budgetary transactions 

Revenue 10,789 D352 23,090 24,853 
Program spending -7,453 -7,324 -14,838 -14,788 
Operating surplus 3,350 5,028 8,292 10,065 
Public debt charges =3,313 -3,593 -6,840 -7,046 
Deficit/surplus -37 1,435 1,412 3,019 
Non-budgetary transactions 3,058 4,187 -1,385 Sol 

Financial requirements/surplus (excluding 
foreign exchange transactions) 3,021 5,022 Zi 3000 
Foreign exchange transactions -1,698 1,178 1,89] 2,465 
Total financial requirements/surplus 323 6,800 1,918 5,815 
Unmatured debt transactions -3,224 -5,682 -8,317 -11,239 
Change in cash balances -1,091 LES -6,399 -5,424 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


This decline in premium rates more than 
offsets the impact of the increase in the 
number of employed on overall 
premium revenues. 


¢ GST collections were up $0.2 billion, or 
7.7 per cent. This increase is broadly in 
line with the growth in domestic demand. 


¢ Customs import duties were down $0.1 billion 


or 15.3 per cent, reflecting the impact of 
tariff reductions, while other excise taxes 
and duties were marginally lower. 


Within program spending: 


* Major transfers to persons were up slightly, 


on a year-over-year basis, as lower employment 


insurance benefit payments were offset by 


higher elderly benefit payments. The decline 
in employment insurance benefits was due to 
the decline in beneficiaries, reflecting lower 

numbers of unemployed. 


Major transfers to other levels of government 
were down slightly, solely due to recoveries 
under Alternative Payments for Standing 
Programs. Cash entitlements under the 
Canada Health and Social Transfer (CHST) 
were unchanged as current legislation 
prevents the fiscal year cash entitlement for 
the period 1997-98 to 2002-03 from falling 
below $12.5 billion. With this cash 
entitlement floor and a rising value in the 
tax point transfers, total entitlements under 
the CHST are increasing. 
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Table 2 


Budgetary revenues 


May April to May Per Cone 
1997 1998 1997-98 1998-99 change 
(millions of dollars) (%) 
Income taxes 

Personal income tax De O2 6,294 27 12,503 12.4 
Corporate income tax 1,304 1,644 2,460 2,886 bye3 
Other income tax revenue 124 143 420 429 Dal 
Total income tax 6,720 8,08 1 14,007 15,818 |Be28) 
Employment insurance premium revenues 1 Sot 95 3.10% 3,543 -4.3 

Excise taxes and duties 
Goods and services tax 849 1,244 2,828 3,047 WES 
Customs import duties Dips 146 378 320 -15.3 
Sales and excise taxes 675 694 1,341 os -1.9 
Total excise taxes and duties 1,749 2,084 4,547 4,682 Br) 
Total tax revenues 10,326 11,960 22D 24,043 8.0 
Non-tax revenues 463 392 835 810 -3.0 
Total budgetary revenues 10,789 125352 23,090 24,853 7.6 


¢ Excluding major transfers to persons and 
other levels of government, all other program 
spending, or direct program spending, was 
down slightly. This component includes 
subsidy and other transfer payments, payments 
to Crown corporation, and the operating and 
capital costs of government, including defence. 
The decline in this component was attributable 
to the impact of the 1996 budget measures. 


The increase in public debt charges primarily 
reflected a slight increase in the average effective 
interest rate due to the changes in the composition 
of interest-bearing debt. Although the stock of 
market debt (unmatured debt) was lower in 

May 1998 than in the same period last year, 

the overall stock of interest-bearing debt was 

little changed, reflecting the increase in pension 
debt. The latter is credited with the 10-year-plus 
government bond rate. 


Financial surplus of $5.8 billion 
for April and May 1998 


Non-budgetary transactions provided the 


government with a net source of funds, amounting 
to $0.3 billion, compared to a net requirement of 
$1.4 billion in the same period last year. Foreign 
exchange transactions resulted in a net source 

of $2.5 billion, compared to a net source of 


$1.9 billion in the same period last year. 


As a result, there was a financial surplus, 


including foreign exchange transactions, 


of $5.8 billion in the April and May 1998 
period. In the same period last year, there 


was a surplus of $1.9 billion. 


With this financial surplus and a reduction 


in cash balances of $5.4 billion, the 


government retired $11.2 billion of market 


debt in the first two months of 1998-99. 
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Table 6 


Cash, unmatured debt and debt balances 


March 31, 1998 


May 31, 1998 


Cash balances at end of period 


(millions of dollars) 


In Canadian dollars 10,243 aoa 
In foreign currencies 49 30 
Total cash balance 10,292 4,867 
Unmatured debt balance 
Payable in Canadian dollars 
Marketable bonds 294,541 298,441 
Treasury bills 112,300 99,200 
Canada Savings Bonds 30595 pia yoys ss) 
Other 3,456 Se 
Subtotal 440,890 430,751 
Less: Government’s holdings of unmatured debt 846 667 
Total 440,044 430,084 
Payable in foreign currencies 
Marketable bonds 15,869 15,869 
Notes and loans 0 0 
Canada bills 9,420 8,141 
Canada notes 1,624 1,624 
Total 20,913 25,634 
Total unmatured debt 466,957 455,718 
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Table 3 
Budgetary expenditures 
May April to May Per cent 
1997 1998 1997-98 1998-99 change 
(millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,828 1,878 3,017 3,699 Die 
Employment insurance benefits 933 881 2.067 1,995 -3.5 
Total 2761 Dats)s) 5,684 5,694 0.2 
Other levels of government 
Canada Health and Social Transfer 1,042 1,042 2,083 2,083 0.0 
Fiscal transfers 898 897 1,536 (bees) 0.2 
Alternative Payments for Standing Programs -178 -188 2355. -375 5.6 
Total 1762 al 3,264 3,247 -0.5 
Direct program spending 
Subsidies and other transfers 
Agriculture 1: 9 15 14 -6.7 
Foreign Affairs 3S 65 184 166 -9.8 
Health 63 62 132 146 10.6 
Human Resources Development 140 170 192 228 18.8 
Indian and Northern Development 29 ZA OTD 995 al 
Industry and Regional Development 84 60 163 32 -19.0 
Veterans Affairs 116 ils) 228 221 -0.4 
Other 185 167 385 358 -7.0 
Total 994 863 2,274 2,266 -0.4 
Payments to Crown corporations 
Canadian Broadcasting Corporation 7A 23 183 170 -7.1 
Canada Mortgage and Housing Corporation 109 175 249 300 20.5 
Other 70 a 207 174 a5 0. 
Total 250 2a 639 644 0.8 
Operating and capital expenditures 
Defence 620 559 fe 904 -7.3 
All other departmental expenditures 1,066 1,138 2,002 2,033 HES 
Total 1,686 1,697 OTT 2,937 -1.3 
Total direct program spending 2,930 2,019 5,890 5,847 -Q.7 
_ Total program expenditures 7,453 7,324 14,838 14,788 -0.3 
_ Public debt charges SO72 ob), 6,840 7,046 3.0 
_ Total budgetary expenditures 10,826 LOO17 21,678 21,834 On 


- Memorandum item: 
Total transfers role, S372 (1202 L207 2s | 
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Table 4 
The budgetary balance and financial requirements/surplus 
May April to May 
1997 1998 1997-98 1998-99 
(millions of dollars) 
Deficit (-)/surplus (+) -37 1,435 1,412 3,019 
Loans, investments and advances 
Crown corporations 210 26 -43 gy 
Other 43 112 65 205 
Total 253 138 22 332 
Specified purpose accounts 
Canada Pension Plan Account 691 850 1,204 1,449 
Superannuation accounts Sy 485 918 1,050 
Other -16 15 -42 -25 
Total 1,187 Les 0) 2,080 2,474 
Other transactions 1,618 2,699 -3,487 -2,475 
Total non-budgetary transactions 3,058 4,187 -1,385 Sjeill 
Financial requirements/surplus 
(excluding foreign exchange transactions) 3,021 5.622 PUG] 3,390 
Foreign exchange transactions -1,698 LS 1,891 2,465 
Total financial requirements/surplus 153523 6,800 1,918 3,015 
Table 5 
Financial requirements/surplus and unmatured debt transactions 
May April to May 
£997 1998 1997-98 1998-99 


(millions of dollars) 
Total financial requirements/surplus [323 6,800 ISEB les} oS lp 


Unmatured debt transactions 
Payable in Canadian dollars 


Marketable bonds 2 O24 3,900 D244 3,900 
Canada Savings Bonds -298 -365 -587 -994 
Treasury bills -5,900 -8,900 -9,600 -13,100 
Other -2 56 -3 a) 
Subtotal -3,376 -5,309 -7,366 -10,139 
Less: Government’s holdings of unmatured debt 113 89 256 i, 
Total -3,263 =9,220) -7,110 -9,960 
Payable in foreign currencies 
Marketable bonds 0) 0 0 0 
Notes and loans 0 0 0 0 
Canada bills 39 -462 -902 -1,279 
Canada notes -305 
Total 39 -462 -1,207 -1,279 
Total unmatured debt transactions -3,224 -5,682 -8,317 -11,239 


Change in cash balance -1,901 1,118 -6,399 -5,424 


A Publication of the Department of Finance 


Highlights of financial results for June 1998 


Budgetary surplus of $2.7 billion 
recorded in June 1998 


A budgetary surplus of $2.7 billion was 
recorded in June 1998, unchanged from the 
restated estimate for June 1997. A small 


increase in budgetary revenues and decline in 
program spending were offset by an increase 


in public debt charges. 


Within budgetary revenues, increases in 
corporate and other income taxes, coupled 
with higher excise taxes and duties were 
largely offset by declines in the other 
components. Within program spending, 
declines in employment insurance benefits 
and subsidies and other transfers more 
than offset increases in elderly benefits, 
payments to Crown corporations and 

in departmental operating and capital 
expenditures. The increase in public 

debt charges was due to higher average 
effective interest rates, reflecting changes 
in the composition of the government’s 
interest-bearing debt. 


gue Department of Finance Ministére des Finances 


Canada Canada 


CaRASS 
i a 
{ 
\ 


Year-to-date: budgetary surplus of $5.7 billion 


Over the first three months (April to June) 

of the 1998-99 fiscal year, the budgetary surplus 
was estimated at $5.7 billion, up $1.6 billion 
from the surplus of $4.1 billion estimated for 
the same period last year. This increase was 
primarily attributable to the continued strength 
in the economy. Budgetary revenues were up 
$1.8 billion (4.9 per cent). Program spending 
declined $0.1 billion (0.4 per cent). In contrast, 
public debt charges were up $0.3 billion, 

or 3.0 per cent. 


Year-to-date: financial surplus of $5.8 billion 


The financial surplus amounted to $5.8 billion 
in the first three months of 1998-99, compared 
to a surplus of $0.6 billion in the same period 
last year. This year-over-year improvement of 
$5.2 billion was attributable to a $2.6 billion 
change in the net source of funds from foreign 
exchange transactions, $1.6 billion from the 
improvement in the budgetary balance and 
$1.0 billion from the lower non-budgetary 
transactions requirement. 


With this financial surplus and a reduction in 
cash balances of $4.0 billion, the government 
retired $9.8 billion of market debt in the first 
three months of 1998-99. 
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Table 1 
Summary statement of transactions 
June April to June 
1997 1998 1997-98 1998-99 
(millions of dollars) 
Budgetary transactions 
Revenue 13,861 S592 36,951 38,779 
Program spending -7,807 -7,761 -22,646 -22,548 
Operating surplus 6,054 6,166 14,305 16,231 
Public debt charges -3,367 -3,464 -10,207 -10,510 
Deficit/surplus 2,687 2,102 4,098 S72 
Non-budgetary transactions -3,196 -3,930 -4,581 -3,597 
Financial requirements/surplus (excluding 
foreign exchange transactions) -509 -1,228 -483 2,124 
Foreign exchange transactions -844 1163 1,048 oop) 
Total financial requirements/surplus -1,353 -65 565 53/52 
Unmatured debt transactions 2,360 1,469 eo ye dal! -9,770 
Change in cash balances 1,007 1,404 -5,392 -4,017 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Budgetary revenues up $1.8 billion 
in April 1998 to June 1998 period 


Over the April to June 1998 period, budgetary 
revenues were up $1.8 billion, or 4.9 per cent, on 
a year-over-year basis. This increase primarily 
reflects the continuing strength in the economy. 


¢ Personal income tax collections were up 
$1.3 billion, or 7.3 per cent. This increase was 
due to higher taxes paid on filing, related to 
the strong income growth in the 1997 taxation 
year, and continued increases in receipts from 
monthly deductions from employment 
income, due to the increases in the number 
of people employed. The results to date were 
dampened somewhat by higher personal 
income refunds related to the 1997 taxation 
year, as the number of tax returns processed 
to the end of June 1998 was significantly more 
than in the same period last year. This was 
especially applicable in June 1998, as higher 
refunds depressed net collections. 


* Corporate income tax collections were up 
$0.7 billion, or 16.8 per cent, reflecting lower 
refunds and continued strength in corporate 


profits in certain sectors of the economy. 

In addition, part of the increase was due to 
the monthly tax remittance procedures for 
corporations. Corporations are required to file 
monthly installments based on either their last 
year’s actual tax liability or their current 
year’s estimated tax liability. Corporations 
have 60 days after their year end to make 
settlement payments for any amounts 
outstanding. This results in over 30 per cent 
of corporate income tax collections being 
received in the months of February and 
March. Monthly installments for 1997 were 
largely based on 1996 liabilities. However, tax 
liabilities for 1997 were significantly higher 
than in 1996, as collections in the settlement 
period (February and March 1998) were up 
nearly 30 per cent over the 1996 settlement 
period. As a result, installment payments for 
1997 understated the actual tax liability for the 
year as a whole. Installments for 1998 have 
been increased to reflect 1997 tax liabilities, 
which accounts for part of the current increase 
in net collections. 
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Table 2 


Budgetary revenues 


June April to June Per cent 
1997 1998 1997-98 1998-99 change 
(millions of dollars) (%) 
Income taxes 

Personal income tax 6,635 6,562 17,763 19,065 TRS: 
Corporate income tax 1,578 Sst 4,038 4,716 16.8 
Other income tax revenue 154 184 574 613 6.8 
Total income tax 8,367 S07 222035 24,394 9.0 
Employment insurance premium revenues 1,862 VIS 5,564 5,318 -4.4 

Excise taxes and duties 
Goods and services tax 1,987 2,050 4,814 5,097 5.9 
Customs import duties 109 185 488 504 aie! 
Sales and excise taxes 816 804 Say Die) bss -1.8 
Total excise taxes and duties 2912 3,039 7,459 patel he 2) 
Total tax revenues 13,141 13539) 35,398 37,431 8,7) 
Non-tax revenues 720 536 ODS 1,348 -13.2 
Total budgetary revenues 13,861 NSPE Pe 36,951 Doo 4.9 


¢ Employment insurance premium revenues 
were down $0.2 billion, or 4.4 per cent, 
attributable to the decline in premium 
rates. The employee premium rate for 1998 
is $2.70 (per $100 of insurable earnings), 
compared to a rate of $2.90 for 1997 
(with a comparable decline in the 
employer rate). 


¢ Net GST collections were up $0.3 billion, 
or 5.9 per cent, consistent with the growth in 
consumer expenditures subject to this tax. 


¢ Customs import duties were up slightly, as 
the growth in imports more than offset the 
impact of tariff reductions. Other excise 
taxes and duties were down slightly, primarily 
due to the reduction in the air transport 
tax effective January 1, 1998. 


¢ Non-tax revenues, consisting of return 
on investments and other non-tax revenues, 
such as fees and proceeds from sales, 
among others, were down $0.2 billion or 
13.2 per cent. Changes in this component are 
quite volatile reflecting the timing of receipts. 


Program spending down slightly 
in April to June 1998 period 


Program spending declined by $0.1 billion, 

or 0.4 per cent, in the April to June 1998 period, 
compared to the same period last year. Most 

of this decline was concentrated in direct 
program spending, reflecting the impact of 
Program Review reductions announced in 

the 1996 budget. 


Major transfers to persons were virtually 
unchanged, as lower employment insurance 
benefits were largely offset by high elderly 
benefit payments. 


¢ The higher elderly benefits reflect an increase 
in the number of individuals eligible for 
benefits and higher average benefits, which 
are indexed to inflation. 


¢ The decline in employment insurance benefit 
payments was primarily due to a decline in the 
number of beneficiaries, reflecting the decline 
in the number of unemployed. 
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Major transfers to other levels of Financial surplus of $5.8 billion 
government were down slightly, solely due in April to June 1998 period 
to recoveries under Alternative Payments 


5 Financial surplus/requirements measure the 
for Standing Programs. a q 


difference between cash coming in to the 


¢ Cash entitlements under the Canada government and cash going out. The financial 
Health and Social Transfer (CHST) were surplus differs from the budgetary surplus, as 
unchanged as current legislation prevents the former includes transactions in loans, 
the fiscal year cash entitlement for the period investments, and advances, federal employees’ 
1997-98 to 2002-03 from falling below pension accounts, other specified purpose 
$12.5 billion. However, total CHST accounts, and changes in other financial assets 
entitlements consist of both cash entitlements and liabilities. These activities are included as 
and tax point transfers. With this cash part of non-budgetary transactions. In addition, 
entitlement floor and a rising value in the the budgetary surplus is largely presented on 
tax point transfers, total entitlements under the accrual basis of accounting. The conversion 
the CHST are increasing. from accrual to cash is also reflected in 


oe ae non-budgetary transactions. 
Fiscal transfers, primarily consisting of sre 


payments under the Equalization program Non-budgetary transactions resulted in a_ 
and transfers to the territories were virtually net requirement of $3.6 billion in the April 


unchanged from the same period last year. to June 1998 period, compared toanet 
requirement of $4.6 billion in the same period 


Direct program spending, consisting of total last year. The lower requirement this year 
program spending less the major transfers primarily reflected a higher source of funds 
to persons and other levels of government, in the superannuation accounts. 


declined by $0.1 billion in the April to 

June 1998 period, compared to the same 
period last year. This component includes 
subsidy and other transfer payments, payments 
to Crown corporations, and the operating and 
capital costs of government, including defence. 
Developments in this component are affected 


by the timing of payments and the effect of 
the Program Review reductions announced in The purpose of the Foreign Bane STUD 
the 1996 budget. is to promote order and stability in the foreign 


exchange market. It fulfills this function by 
buying foreign exchange (selling Canadian 
currency) when there is upward pressure on the 
value of the Canadian dollar and selling foreign 


With a budgetary surplus of $5.7 billion and a 
net requirement of $3.6 billion in non-budgetary 
transactions, there was a financial surplus, 
excluding foreign exchange transactions, 

of $2.1 billion in the first three months of 
1998-99. This compares to a net requirement 

of $0.5 billion in the same period last year. 


Public debt charges up $0.3 billion 
in April to June 1998 period 


The increase in public debt charges primarily exchange (buying Canadian dollars) when there 
reflected a slight increase in the average is downward pressure. In the April to June 1998 
effective interest rate due to the changes in the period, foreign exchange transactions provided 
composition of interest-bearing debt. Although the government with a net source of funds 

the stock of market debt (unmatured debt) amounting to $3.6 billion, compared to 

was lower at the end of June 1998 than in the $1.0 billion in the same period last year. 

same period last year, the overall stock of As a result, there was'a financial surplus, 
interest-bearing debt was virtually unchanged, including foreign exchange transactions, 
reflecting the increase in obligations to the of $5.8 billion in the first three months of 
public service pension plans. The latter is 1998-99, compared to a surplus of $0.6 billion 
credited with the long-term Government a year earlier. 


of Canada bond rate. In the first three months of 1998-99, the 


federal government retired $9.8 billion of 
its market debt, primarily Treasury bills. 
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Table 3 
Budgetary expenditures 
June April to June Per cent 
1997 1998 1997-98 1998-99 change 
(millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits 15853 1,868 5,470 Spud 1.8 
Employment insurance benefits 846 804 2,914 2199 =3.9 
Total 2,699 2002 8,384 8,366 -0.2 
Other levels of government 
Canada Health and Social Transfer 1,042 1,042 3.125 3,1) 0.0 
Fiscal transfers 7716 776 ee Ala D315 0.2 
Alternative Payments for Standing Programs -178 -186 -533 -560 oul 
Total 1,640 1,632 4,903 4,880 -0.5 
Direct program spending 
Subsidies and other transfers 
Agriculture 59 42 Us 56 -25.3 
Foreign Affairs 164 98 348 263 -24.4 
Health 66 94 197 239 Zl 
Human Resources Development PAN 208 403 436 S.2 
Indian and Northern Development Shi) B12 1,288 1,306 1.4 
Industry and Regional Development 104 105 267 238 -10.9 
Veterans Affairs 114 112 342 Sieh) -0.9 
Other . 234 144 619 502 -18.9 
Total 1,265 a Fs) 6239 33379 -4.5 
Payments to Crown corporations 
Canadian Broadcasting Corporation 66 60 249 230 -7.6 
Canada Mortgage and Housing Corporation tS 37) 364 457 225 
Other 86 70 292 244 -16.4 
Total 207), 287 905 231 2.9 
Operating and capital expenditures 
Defence 683 679 1,658 1,583 -4.5 
All other departmental expenditures e292 1230 35250 3,409 4.7 
Total 1,936 2,095 4,915 4,992 1.6 
Total direct program spending 3,468 3,457 93359 9,302 -0.6 
Total program expenditures 7,807 76k 22,646 22,548 -0.4 
Public debt charges Sy olOt 3,464 10,207 10,510 3.0 
Total budgetary expenditures 11,174 ELE22) 32,853 33,058 0.6 


Memorandum item: 
Total transfers 5,604 5,419 16,826 16,625 Bei: 
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Table 4 


The budgetary balance and financial requirements/surplus 


June April to June 
1997 1998 1997-98 1998-99 
(millions of dollars) 
Deficit (-)/surplus (+) 2,687 ZelO2 4,098 57/21 
Loans, investments and advances 
Crown corporations -3] 28 -74 ifeys: 
Other -58 -190 i 15 
Total -89 -162 -67 170 
Specified purpose accounts 
Canada Pension Plan Account -35 -45] I AKoe! 998 
Superannuation accounts -126 Sy)! Ee 1,642 
Other -168 -21 -210 -45 
Total -329 119 ros JES SB) 
Other transactions -2,778 -3,887 -6,265 -6,362 
Total non-budgetary transactions -3,196 -3,930 -4,581 =,09 1, 
Financial requirements/surplus 
(excluding foreign exchange transactions) -509 -1,228 -483 2,124 
Foreign exchange transactions -844 I Mose) 1,048 3,629 
Total financial requirements/surplus -1,353 -65 565 aia 
Table 5 
Financial requirements/surplus and unmatured debt transactions 
June April to June 
oo 1998 1997-98 1998-99 
(millions of dollars) 
Total financial requirements/surplus -1,353 -65 565 5,/23 
Unmatured debt transactions 
Payable in Canadian dollars 
Marketable bonds 6,614 6,323 9,438 103223 
Canada Savings Bonds -340 -544 -927 “15537 
Treasury bills -5,400 -4,500 -15,000 -17,600 
Other 450 1,001 447 1,056 
Subtotal 1,324 2,280 -6,042 -7,858 
Less: Government’s holdings of unmatured debt 106 06 362 272 
Total 1,430 Peel be, -5,680 -7,586 
Payable in foreign currencies 
Marketable bonds 0 0 0 0 
Notes and loans 0 0 0 0 
Canada bills 625 -123 -277 -1,403 
Canada notes 305 e781 18 
Total 930 -904 -277 -2,184 
Total unmatured debt transactions 2,360 1,469 =, 957 -9,770 
Change in cash balance 1,007 1,404 -5,392 -4,017 
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Table 6 


Cash, unmatured debt and debt balances 


March 31, 1998 June 30, 1998 


Cash balances at end of period 
In Canadian dollars 
In foreign currencies 


Total cash balance 


Unmatured debt balance 


Payable in Canadian dollars 
Marketable bonds 
Treasury bills 
Canada Savings Bonds 
Other 


Subtotal 
Less: Government’s holdings of unmatured debt 


Total 


Payable in foreign currencies 
Marketable bonds 
Notes and loans 
Canada bills 
Canada notes 


Total 


Total unmatured debt 


(millions of dollars) 


10,243 6,269 
49 2 
103292 O71 
294,541 304,764 
112,300 94,700 
S022 29,056 
3,456 4,512 
440,890 433,032 
846 574 
440,044 432,458 
15,869 15,869 
0 0 

9,420 8,018 
1,624 843 
20,913 24,730 
466,957 457,188 


The Debt Servicing and Reduction Account 


In June 1991, legislation to establish the Debt 
Servicing and Reduction Account received 
Royal Assent. As a result, effective April 1, 
1991, all goods and services tax revenue net of 
the applicable input tax credits, rebates, and the 
low-income credit, along with the net proceeds 
from the sale of Crown corporations and gifts 
to the Crown identified for debt reduction must, 
by law, go directly to the Debt Servicing and 
Reduction Account. The funds in this Account 


can only be used to pay the cost of servicing the 
public debt and ultimately to reduce the debt. 
The Account is audited on an annual basis by 
the Auditor General of Canada. In his 
“Observations” on the 1996-97 financial 
statements, the Auditor General questioned the 
need for this Account, given the fundamental 
concept of the Consolidated Revenue Fund. 

The government has indicated that it would 
review this issue. 
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Table 7 
Debt Servicing and Reduction Account (DSRA) 
1991-92 1992-93 1993-94 1994-95 1995-96 1996-97 
(millions of dollars) 
Gross GST collected 29,564 30,516 32,052 36,715 38,048 40,733 
Less: 
Refunds and rebates 11,330 125138 14,271 Le 7esctle 18,874 19,782 
Quarterly low-income tax credit 2262 2,503 2,685 2,816 2,799 2 Sd2 
Net GST 15,168 14,868 15,696 16,787 16,374 18,079 
GST penalties and interest received i) 1 90 129 135 159 
Gains from wind-up of interest in Crown 
corporations/disposal of shares in 
Crown corporations ve 110 325 
Gifts to the Crown 0.4 0.1 0.2 OD 0S 0.3 
Proceeds to the DSRA 15,190 18,238 


15,050 


15,786 16,916 16,835 


Source: Public Accounts of Canada — 1997 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 


For other inquiries about this publication, contact Peter DeVries at (613) 996-7397. 
Also available on the Internet at http://www.fin.gc.ca/ 
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Highlights of financial results for July 1998 


Budgetary surplus of $1.6 billion 
recorded in July 1998 


A budgetary surplus of $1.6 billion was recorded in 

July 1998, down slightly from the surplus of $1.9 billion 
reported for July 1997. The decline in the monthly 
surplus, on a year-over-year basis, was attributable 

to an increase in program spending (up 3.3 per cent) 

and higher corporate and goods and services 

tax (GST) refunds. 


Budgetary revenues were virtually unchanged, as the 
higher refunds and a decline in employment insurance 
premium revenues offset a strong advance in personal 
income tax collections. 


¢ Personal income tax collections were up 13.4 per cent 
in July 1998 over July 1997, reversing the year-over- 
year decline reported in June 1998. Part of the 
increase in July 1998 was attributable to the timing of 
receipts between June and July. 


* Both corporate income tax and GST collections were 
down (14.4 per cent and 14.6 per cent respectively) 
reflecting higher refunds being paid in July 1998 than 
in the same period last year. 


¢ Employment insurance premium revenues were down 
4.6 per cent, reflecting the decline in premium rates 
for 1998. 


The increase in program spending was primarily 
attributable to higher elderly benefit and employment 
insurance benefit payments. 


¢ Elderly benefit payments were up 6 per cent, 
reflecting an increase in the number of beneficiaries 
and higher average benefits, which are indexed 


* Employment insurance benefit payments were up 
6.5 per cent, as higher payments for employment and 
support measures offset declines in regular benefit 
payments. The decline in the latter was attributable to 
fewer people being unemployed. 


¢ Transfers to other levels of government and direct 
program spending were marginally higher. 


Public debt charges were up marginally, due to an 
increase in the average effective interest rate on the 
government’s interest-bearing debt, reflecting both the 
impacts of higher short-term rates and changes in the 
composition of the government’s interest-bearing debt. 


Year-to-date: budgetary surplus 
up $1.4 billion 


Over the first four months (April to July) of the 

1998-99 fiscal year, the budgetary surplus was estimated 
at $7.4 billion, up $1.4 billion from the surplus of 

$6.0 billion estimated for the same period last year. 
Budgetary revenues were up $1.8 billion (3.7 per cent). 
Program spending was up $0.2 billion (0.5 per cent), 
while public debt charges were up $0.3 billion 

(2.4 per cent). 


Within budgetary revenues: 


¢ Personal income tax collections were up $2.1 billion, 
or 8.8 per cent. This increase was due to higher taxes 
paid on filing, related to the strong income growth in 
the 1997 taxation year, and continued increases in 
receipts from monthly deductions from employment 
income, due to the increases in the number of 
people employed. 


* Corporate income tax collections were up 
$0.4 billion, or 7.0 per cent, reflecting lower refunds 
and higher gross collections, due to continued 


to inflation. La@AB strength in corporate profits in certain sectors 
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Table | 


Summary statement of transactions! 


July April to July 
1997 1998 1997-98 1998-99 


(millions of dollars) 


Budgetary transactions 


Revenues 13,040 13,052 49,992 31831 
Program spending -7,707 -7,958 -30,353 -30,507 
Operating balance 33333 5,094 1639 21,324 
Public debt charges -3,423 -3,448 -13,629 -13,958 
Deficit/surplus O10 1,646 6,010 7,366 
Non-budgetary transactions -238 -1,543 -4,.818 -5,140 
Financial balance 
(excluding foreign exchange transactions) Ga2 103 L192 2,226 
Foreign exchange transactions 2922 -2,420 5970 1,208 
_ Net financial balance 4,594 2,317 5,162 3,434 
Net increase (+)/decrease (-) in borrowings -4,919 880 -10,875 -8,892 
Net change in cash balances -325 -1,437 -5,713 -5,458 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


! There has been some confusion concerning the two main measures of the government’s fiscal position: “budgetary balance” 
and “financial balance”. The difference is explained in the accompanying text. 


¢ Employment insurance premium revenues were Within program spending: 
down $0.3 billion, or 4.4 per cent, attributable to the ° Major transfers to persons were up $0.1 billion, as 
decline in premium rates. The employee premium higher elderly benefit payments offset a decline in 


rate (per $100 of insurable earnings) was reduced 
from $2.90 for 1997 to $2.70 for 1998 (with a 
corresponding decline in the employer rate). 


employment insurance benefit payments. The decline 
in employment insurance benefit payments was due 
to a decline in the number of beneficiaries, reflecting 
¢ Net GST collections were virtually unchanged from the decline in the number of unemployed. 
the same period last year, as higher refunds and ° 
rebates offset a strong increase in gross collections. 


Major transfers to other levels of government were 
up slightly, due to higher equalization transfers. 


* Customs import duties were up slightly, as the Cash entitlements under the Canada Health and 
growth in imports more than offset the impact of Social Transfer (CHST) were unchanged as current 
tariff reductions. Other excise taxes and duties legislation prevents the fiscal year cash entitlement 
were up marginally, as the reduction in the air for the period 1997-98 to 2002-03 from falling below 
transportation tax, effective January 1, 1998, $12.5 billion. However, total CHST entitlements 
largely offset increases in energy and tobacco consist of both cash entitlements and tax point 
taxes and duties. transfers. With this cash entitlement floor and a 

* Non-tax revenues, consisting of return on rising value in the tax point transfers, total 
investments and other non-tax revenues, such as entitlements under the CSHT are increasing. 
fees and proceeds from sales, among others, ¢ Direct program spending, consisting of total 
were down $0.4 billion or 18.3 per cent. Changes program spending less the major transfers to 
in this component are quite volatile reflecting persons and other levels of government, was 


the timing of receipts. virtually unchanged, on a year-over-year basis. 
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Table 2 


Budgetary revenues 


July April to July Per cent 
1997 1998 1997-98 1998-99 change 
(millions of dollars) (%) 
Income taxes 
Personal income tax 5,865 6,649 Daa oy ai Diy AAS) 8.8 
Corporate income tax 1,850 1,584 5,887 6,301 TAY 
Other income tax revenue 300 220 875 833 -4.8 
Total income tax 8,015 8,453 30,389 32,849 8.1 
Employment insurance premium revenues L815 eee 7,378 G80 | -4.4 
Excise taxes and duties 
Goods and services tax 1,809 1,545 6,624 6,642 0.3 
Customs import duties Haga?) 251 710 756 6.5 
Sales and excise taxes 662 724 2,819 2,843 0.9 
Total excise taxes and duties 2,693 2.520 10,153 10,241 0.9 
Total tax revenues [25523 12705 47,920 50,141 4.6 
Non-tax revenues Bley 347 O72 1,690 -18.4 
Total budgetary revenues 13,040 133052 49,992 51,831 Be 


This component includes subsidy and other transfer 
payments, payments to Crown corporations, and the 
operating and capital costs of government, including 


defence. The timing of payments and the effect of 
the Program Review reductions announced in the 


1996 budget affect developments in this component. 


The increase in public debt charges primarily reflected 


a slight increase in the average effective interest rate 
due to the changes in the composition of interest- 


bearing debt and increases in short-term interest rates. 


Financial surplus of $3.4 billion 


The budgetary balance is presented on a modified 
accrual basis of accounting, recording government 
liabilities when they are incurred, regardless of when 
the cash payment is made. In addition, the budgetary 
balance only includes those activities over which the 
government has legislative control. 


In contrast, the financial balance — requirements/ 
surplus — measures the difference between cash 
coming in to the government and cash going out. The 
financial balance differs from the budgetary balance, 


as the former includes transactions in loans, 
investments and advances, federal employees’ pension 
accounts, other specified purpose accounts, and 
changes in other financial assets and liabilities. These 
activities are included as part of non-budgetary 
transactions. The conversion from accrual to cash is 
also reflected in non-budgetary transactions. Finally, 
the financial balance also includes net foreign 
exchange transactions. 


Non-budgetary transactions resulted in a net 
requirement of $5.1 billion in the April to July 1998 
period, compared to a net requirement of $4.8 billion 
in the same period last year. As a result, there was 

a financial surplus (excluding foreign exchange 
transactions) of $2.2 billion in the first four months 
of 1998-99, up from $1.2 billion in the same period 
last year. 


Foreign exchange transactions represent all 
transactions in international reserves held in the 
Exchange Fund Account. The purpose of the Exchange 
Fund Account is to promote order and stability in the 
foreign exchange market. It fulfils this function by 
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Table 6 


Cash, unmatured debt and debt balances 


March 31, 1998 July SI 199s 


Cash balances at end of period 


In Canadian dollars 
In foreign currencies 


Total cash balances 


Unmatured debt balance 


Payable in Canadian dollars 
Marketable bonds 
Treasury bills 
Canada Savings Bonds 
Other 


Subtotal 


Less: Government’s holdings of unmatured debt 
Total 


Payable in foreign currencies 
Marketable bonds 
Notes and loans 
Canada bills 
Canada notes 


Total 


Total unmatured debt 


(millions of dollars) 


10,243 4,825 
49 9 
10,292 4,834 
294,541 304,764 
112,300 91,600 
30,593 28,816 
3,456 5,027 
440,890 430,207 
846 486 
440,044 429,721 
15,869 19,363 
0 0 

9,420 8,205 
1,624 751 
26,913 28,319 
466,957 458,040 


buying foreign exchange (selling Canadian dollars) 
when there is upward pressure on the value of the 
Canadian dollar and selling foreign exchange (buying 
Canadian dollars) when there 1s downward pressure. The 
buying of Canadian dollars represents a source of funds 
from exchange fund transactions, while the selling of 
Canadian dollars represents a requirement. Changes in 
foreign currency liabilities, which are undertaken to 
change the level of Canada’s foreign exchange reserves, 
also impact on foreign exchange transactions. Taking all 
of these factors into account, in the first four months of 
1998-99, there was a net source of funds of $1.2 billion 
from foreign exchange transactions, down from 

$3.9 billion in the same period last year. 


With a budgetary surplus of $7.4 billion, a net 
requirement of $5.1 billion from non-budgetary 
transactions, and a net source of funds of $1.2 billion 
from foreign exchange transactions, the net financial 
surplus, over the April to July 1998 period, amounted 
to $3.4 billion, compared to $5.2 billion in the same 
period last year. 


With this financial surplus, coupled with a reduction 
in the cash balances of $5.4 billion, the government 
retired $8.8 billion of market debt in the first four 
months of 1998-99. 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
For other inquiries about this publication, contact Peter DeVries at (613) 996-7397. 
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Table 3 


Budgetary expenditures 


July April to July Per cent 
1997 1998 1997-98 1998-99 change 
(millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,820 1,929 7,290 7,497 2.8 
Employment insurance benefits 820 873 354 B07 1 -1.7 
Total 2,640 2,802 11,024 11,168 13 
Other levels of government 
Canada Health and Social Transfer 1,042 1,042 4,167 4,167 0.0 
Fiscal transfers 768 817 3,079 Bb elo2 ihe) 
Alternative Payments for Standing Programs -178 -187 -710 -747 ay? 
Total 1k632 L672 6,536 6,552 0.2 
Direct program spending 
Subsidies and other transfers 
Agriculture By 74 112 130 16.1 
Foreign Affairs 110 107 458 370 -19.2 
Health 64 84 262 324 239), 
Human Resources Development 7 a3 409 509 24.4 
Indian and Northern Development 281 Oa | 1,569 7S 0.6 
Industry and Regional Development 2B 105 360 343 -4.7 
Veterans Affairs ie 114 459 453 -1.3 
Other 183 185 802 686 -14.5 
Total 892 1,013 4,431 4,393 -0.9 
Payments to Crown corporations 
Canadian Broadcasting Corporation 65 60 314 290 -7.6 
Canada Mortgage and Housing Corporation 156 140 520 Doe 14.8 
Other 68 1 360 365 1.4 
Total 289 S24 1,194 15252 4.9 
Operating and capital expenditures 
Defence 1s TEN) 2,413 2,298 -4.8 
All other departmental expenditures 1,499 1,435 4,755 4,844 1-9 
Total 2,254 2,150 7,168 7,142 -0.4 
Total direct program spending 3,435 3,484 198 12.787 0.0 
Total program expenditures 7,707 7,958 BUD 33 30,507 Os) 
Public debt charges 3,423 3,448 13,629 13,958 2.4 
Total budgetary expenditures Let 30 11,406 43,982 44,465 1.1 
Memorandum item: 
Total transfers 5,164 5,487 21F991 2218S 0.6 
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Table 4 


The budgetary balance and financial balance 


July April to July 
1997 1998 1997-98 1998-99 
(millions of dollars) 
Budgetary balance: deficit (-)/surplus (+) 1,910 1,646 6,010 7,366 
Loans, investments and advances 
Crown corporations Ley 392 83 547 
Other 62 38 69 ep 
Total 219 430 152 600 
Specified purpose accounts 
Canada Pension Plan Account -479 -514 690 484 
Superannuation accounts 339 -414 Tales 128 
Other 15 -13 -195 -57 
Total -125 -94] 1,626 1,655 
Other transactions -332 -1,032 -6,596 -7,395 
Total non-budgetary transactions -238 -1,543 -4,818 -5,140 
Financial balance 
(excluding foreign exchange transactions) 1,672 103 L192 2.226 
Foreign exchange transactions ZO -2,420 3,970 1,208 
Net financial balance 4,594 -2,317 5,162 3,434 
Table 5 
Net financial balance and net borrowings 
July April to July 
1997 1998 1997-98 1998-99 
(millions of dollars) 
Net financial balance 4,594 -2,317 D162 3,434 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds -4,200 0 O200 105225 
Canada Savings Bonds -280 -283 -1,207 =e 
Treasury bills 1,700 -3,100 -13,300 -20,700 
Other 386 =u tS) 833 Tone 
Subtotal -2,394 -2,868 -8,436 -10,727 
Less: Government’s holdings of unmatured debt 167 94 530 365 
Total =222] -2,774 -7,906 -10,362 
Payable in foreign currencies 
Marketable bonds -776 3,494 -776 3,494 
Notes and loans 0 0 0 0 
Canada bills -1,590 Zo2 -1,867 -1,151 
Canada notes -326 -92 -326 -873 
Total -2,692 3,654 -2,969 1,470 
Net change in borrowings -4.919 880 10:875 =-8. 802 
Change in cash balances 2305 21-487 5 715 -5.458 
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Highlights of financial results for August 1998 


Budgetary surplus of $0.6 billion 
recorded in August 1998 


A budgetary surplus of $0.6 billion was recorded 

in August 1998, compared to a budgetary deficit 

of $0.2 billion in August 1997. This improvement 
in the budgetary balance, on a year-over-year basis, 
was attributable to an increase in budgetary 
revenues (up 8.8 per cent) and a decline in public 
debt charges (down 8.4 per cent). Program spending 
increased by 5.9 per cent. 


The increase in budgetary revenues in August 1998, 
on a year-over-year basis, was primarily attributable 
to higher goods and services tax (GST) and corporate 
income tax collections. 


¢ GST collections were up 34 per cent, reversing 
the decline recorded in the previous month. In 
the last few months, the fluctuations in collections, 
on a year-over-year basis, have been influenced by 
the timing of refunds. In August 1998, refunds 
were down sharply. 


¢ Corporate income tax collections were up 
19.1 per cent, reflecting an increase in gross 
remittances and a decline in refunds. 


The decline in public debt charges was due to 
adjustments for overstatements in previous months. 


The increase in program spending was primarily 
attributable to higher transfers to persons and direct 
program spending. 
¢ The increase in transfers to persons (up 
3.9 per cent) was largely attributable to the timing 
of employment insurance benefit cheques. 


¢ The increase in direct program spending (up 
10.2 per cent) primarily reflected the timing 
of subsidy and other transfer payments and 
non-salary departmental expenditures. 
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Year-to-date: budgetary surplus 
up $2.1 billion 


Over the first five months (April to August) of 

the 1998-99 fiscal year, the budgetary surplus was 
estimated at $8.0 billion, up $2.1 billion from the 
same period last year. Budgetary revenues were up 
$2.8 billion (4.6 per cent), program spending was 
up $0.6 billion (1.6 per cent), while public debt 
charges were virtually unchanged. 


Within budgetary revenues: 


e Personal income tax collections were up 
$2.2 billion, or 7.8 per cent. This increase was 
due to higher taxes paid on filing, related to the 
strong income growth in the 1997 taxation year, 
and continued increases in receipts from monthly 
deductions from employment income, due to the 
increases in the number of people employed. 


¢ Corporate income tax collections were up 
$0.6 billion, or 9.0 per cent, reflecting lower 
refunds and higher gross collections due to 
continued strength in corporate profits in 
certain sectors of the economy. 


¢ Employment insurance premium revenues 
were down $0.4 billion, or 4.4 per cent, 
attributable to the decline in premium rates. The 
employee premium rate (per $100 of insurable 
earnings) was reduced from $2.90 for 1997 to 
$2.70 for 1998 (with a corresponding decline 
in the employer rate). 


¢ GST collections were up $0.5 billion, 
or 6.1 per cent, in line with the growth in 
consumer demand. 


¢ Customs import duties were up slightly as the 
growth in imports more than offset the impact 
of tariff reductions. Other excise taxes and duties 
were up 2.6 per cent as the reduction in the air 
transportation tax, effective January 1, 1998, 
dampened the impact of increases in energy 
and tobacco taxes and duties. 


ivi 
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Table | 


Summary statement of transactions! 


August April to August 
1997 1998 1997-98 1998-99 
(millions of dollars) 
Budgetary transactions 
Revenues 10,891 11,845 60,883 63,676 
Program spending -7,650 -8,099 -38,003 -38,606 
Operating balance 3,241 3,746 22,880 25,070 
Public debt charges -3,410 -3,124 -17,039 -17,082 
Deficit/surplus -169 622 5,841 7,988 
Non-budgetary transactions 467 1,730 -4,353 -3,410 
Financial balance 
(excluding foreign exchange transactions) 298 hea sy) 1,488 4,578 
Foreign exchange transactions -97 5,681 5s) 6,889 
Net financial balance 201 8,033 3,561 11,467 
Net increase (+)/decrease (-) in borrowings -153 a 6 -11,028 -7,314 
Net change in cash balances 48 9,610 -5,667 4,153 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


| There has been some confusion concerning the two main measures of the government’s fiscal position: “budgetary balance” 
and “financial balance”. The difference is explained in the accompanying text. 


¢ Non-tax revenues, consisting of a return on 
investments and other non-tax revenues such as 
fees and proceeds from sales, among others, were 
down $0.3 billion or 13.3 per cent. This 
component of revenues is quite volatile, reflecting 
the timing of receipts. 


Within program spending: 


¢ Major transfers to persons were up $0.2 billion, 
primarily due to higher elderly benefit payments. 
Employment benefit payments were virtually 
unchanged as the impact of the decline in the 
number of beneficiaries, reflecting the decline in 
the number of unemployed, was offset by the 
timing of payments in the month of August. 


¢ Major transfers to other levels of government 


were virtually unchanged. Cash entitlements under 


the Canada Health and Social Transfer (CHST) 


cash entitlement floor and a rising value in tax 
point transfers, total entitlements under the CSHT 
are increasing. Fiscal transfers were up slightly but 
this was largely offset by higher recoveries under 
Alternative Payments for Standing Programs. 


Direct program spending, consisting of total 
program spending less the major transfers to 
persons and other levels of government, was 

up $0.3 billion, or 2.1 per cent. This component 
includes subsidy and other transfer payments, 
payments to Crown corporations, and the 
operating and capital costs of government, 
including defence. The timing of payments and 
the effect of the Program Review reductions 
announced in the 1996 budget affect developments 
in this component. 


Public debt charges were virtually unchanged as 


were unchanged as current legislation prevents the 
fiscal year cash entitlement for the period 1997-98 
to 2002-03 from falling below $12.5 billion. 

However, total CHST entitlements consist of both 
cash entitlements and tax point transfers. With this 


declines in the overall stock of interest-bearing 
debt were offset by a slight increase in the 

average effective interest rate due to changes in the 
composition of interest-bearing debt and increases 
in short-term interest rates. 
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Tabie 2 


Budgetary revenues 


August April to August Per cent 
1997 1998 1997-98 1998-99 change 
(millions of dollars) (%) 
Income taxes 

Personal income tax 5,199 5,360 28,826 S1.074 7.8 
Corporate income tax 1,160 1,381 7047 7,682 9.0 
Other income tax revenue 150 222 1,025 O55 2.9 
Total income tax 6,509 6,963 36,898 39,811 7.9 
Employment insurance premium revenues 1,677 1,607 9,055 8,658 -4.4 

Excise taxes and duties 
Goods and services tax 1,396 1,870 8,020 8,512 6.1 
Customs import duties 319 277 1,029 1,033 0.4 
Sales and excise taxes 708 780 3,928 3,621 26 
Total excise taxes and duties 2423 2927 jae WAY 13,166 ae, 
Total tax revenues 10,609 11,497 58,530 61,635 25 
Non-tax revenues 282 348 2653 2,041 =135 
Total budgetary revenues 10,891 11,845 60,883 63,676 4.6 


Year-to-date: financial surplus 
of $4.6 billion 


The budgetary balance is presented on a modified 
accrual basis of accounting, recording government 
liabilities when they are incurred, regardless of 
when the cash payment is made. In addition, the 
budgetary balance only includes those activities 
over which the government has legislative control. 


In contrast, financial requirements/surplus 
measure the difference between cash coming in 
to the government and cash going out. Financial 
requirements/surplus differ from the budgetary 
balance as the former includes transactions in 
loans, investments and advances, federal 
employees’ pension accounts, other specified 
purpose accounts, and changes in other financial 
assets and liabilities. These activities are included 
as part of non-budgetary transactions. The 
conversion from accrual to cash is also reflected 
in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 


requirement of $3.4 billion in the April to August 
1998 period, compared to a net requirement of 

$4.4 billion in the same period last year. As a 
result, there was a financial surplus (excluding 
foreign exchange transactions) of $4.6 billion in the 
first five months of 1998-99, up from $1.5 billion 


in the same period last year. 


Year-to-date: net financial balance 


of $11.5 billion/net borrowings 
down $7.3 billion 


Foreign exchange transactions represent all 


transactions in international reserves held in the 
Exchange Fund Account. The purpose of the 
Exchange Fund Account is to promote order and 
stability in the foreign exchange market. It fulfils 
this function by buying foreign exchange (selling 


Canadian dollars) when there is upward pressure on 
the value of the Canadian dollar and selling foreign 
exchange (buying Canadian dollars) when there is 
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Table 6 


Cash, unmatured debt and debt balances 


March 31, 1998 August 31, 1998 


Cash balances at end of period 


In Canadian dollars 
In foreign currencies 


Total cash balances 


Unmatured debt balance 


Payable in Canadian dollars 
Marketable bonds 
Treasury bills 
Canada Savings Bonds 
Other 


Subtotal 
Less: Government’s holdings of unmatured debt 


Total 
Payable in foreign currencies 
Marketable bonds 
Notes and loans 
Canada bills 
Canada notes 


Total 
Total unmatured debt 


(millions of dollars) 


3,541 14,374 
156 70 
3,697 14,444 
294,541 89,500 
112,300 28,618 
30,593 28,816 
3,456 5,003 
440,890 430,185 
846 398 
440,044 429,787 
15,869 19,438 
0 0 

9,420 9,638 
1,624 751 
26,913 29,827 
466,957 459,614 


downward pressure. The buying of Canadian dollars 
represents a source of funds from exchange fund 
transactions, while the selling of Canadian dollars 
represents a requirement. Changes in foreign 
currency liabilities, which are undertaken to change 
the level of Canada’s foreign exchange reserves, also 
impact on foreign exchange transactions. Taking all 
of these factors into account, in the first five months 
of 1998-99, there was a net source of funds of $6.9 
billion from foreign exchange transactions, up from a 
source of $3.9 billion in the same period last year. 


With a budgetary surplus of $8.0 billion, a net 
requirement of $3.4 billion from non-budgetary 
transactions, and a net source of funds of $6.9 billion 
from foreign exchange transactions, the net financial 
balance recorded a surplus of $11.5 billion over the 
April to August 1998 period, compared to $5.4 billion 
in the same period last year. 


With this net financial balance, the government 
retired $7.3 billion of market debt in the first five 
months of 1998-99 and increased its cash balances 
by $4.2 billion. 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
For other inquiries about this publication, contact Peter DeVries at (613) 996-7397. 


Also available on the Internet at http://www.fin.gc.ca/ 
Cet imprimé est également offert en francais. 
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Table 3 


Budgetary expenditures 


August April to August Per cent 
1997 1998 1997-98 1998-99 change 
(millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,858 1,888 9,148 9,385 2.6 
Employment insurance benefits 836 911 4,569 4,582 0.3 
Total 2,694 2,199 1S 13,967 1.8 
Other levels of government 
Canada Health and Social Transfer 1,041 1,042 5,208 5,208 0.0 
Fiscal transfers 769 782 3,848 3,913 Lee 
Alternative Payments for Standing Programs -178 -187 -888 -934 D2 
Total 1632 EG37, 8,168 8,187 02 
Direct program spending 
Subsidies and other transfers 
Agriculture 34 a5 146 223 O25) 
Foreign Affairs 7) 145 585 2) -12.0 
Health Tis 90 sJah) 414 23.6 
Human Resources Development 86 174 495 683 38.0 
Indian and Northern Development 248 305 1,817 1,883 3.6 
Industry and Regional Development 134 153 494 496 0.4 
Veterans Affairs 12 113 570 566 -0.7 
Other ei 132 975 818 -16.1 
Total 987 1,205 5,417 5,598 She) 
Payments to Crown corporations 
Canadian Broadcasting Corporation 65 4 os 334 ea Ne, 
Canada Mortgage and Housing Corporation 119 150 639 747 16.9 
Other 108 43 469 408 -13.0 
Total 292 230 1,487 1,489 0.1 
Operating and capital expenditures 
Defence 750 776 35162 3,074 -2.8 
All other departmental expenditures 1,295 1,445 6,052 6,291 3.9 
Total 2,045 22) 9,214 9,365 1.6 
Total direct program spending 3,324 3,663 16,118 16,452 Psi 
Total program expenditures 7,650 8,099 38,003 38,606 1.6 
Public debt charges 3,410 3,124 17,039 17,082 0.3 
Total budgetary expenditures 11,060 L225 55,042 55,688 1 


Memorandum item: 
Total transfers 5515 5,641 21.302 213152. 1.6 
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Table 4 


The budgetary balance and financial requirements/surplus 


August April to August 
1997 1998 1997-98 1998-99 
(millions of dollars) 
Budgetary balance: deficit (-)/surplus (+) -169 622 5,841 7,988 
Loans, investments and advances 
Crown corporations eH 62 140 609 
Other 61 106 130 159 
Total 118 168 270 768 
Specified purpose accounts 
Canada Pension Plan Account -289 -122 400 361 
Superannuation accounts -446 300 685 E528 
Other -76 52 -272 -5 
Total -811 230 813 1,884 
Other transactions 1,160 1332 -5,436 -6,062 
Total non-budgetary transactions 467 1730 -4,353 -3,410 
Financial requirements/surplus 
(excluding foreign exchange transactions) 298 PRE Vs 1,488 4,578 
Foreign exchange transactions -97 5,681 BK oases 6,889 
Net financial balance 201 8,033 5,361 11,467 
Table 5 
Net financial balance and net borrowings 
August April to August 
1997 1998 1997-98 1998-99 
(millions of dollars) 
Net financial balance 201 8,033 5,361 11,467 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds 3,600 2,300 8,838 12,523 
Canada Savings Bonds -237 -196 -1,444 -2,017 
Treasury bills -4,600 -2,100 -17,900 -22,800 
Other -1 -24 832 1,547 
Subtotal -1,238 -20 -9,674 -10,747 
Less: Government’s holdings of unmatured debt 107 89 638 455 
Total -1,131 69 -9,036 -10,292 
Payable in foreign currencies 
Marketable bonds 61 AS -716 3,569 
Notes and loans 0 0 0 0 
Canada bills 917 1,433 -950 282 
Canada notes -326 -873 
Total 978 1,508 -1,992 2,978 
Net change in borrowings -153 VS -11,028 -7,314 
Change in cash balances 48 9,610 -5,667 4,153 
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Highlights of financial results for September 1998 


Budgetary surplus down slightly 
in September 1998 


A budgetary surplus of $2.4 billion was 
recorded in September 1998, down slightly 
from the surplus of $2.5 billion recorded in the 
same period last year. On a year-over-year 
basis, budgetary revenues declined 0.7 per cent, 
program spending was up 0.8 per cent, while 
public debt charges were 2.3 per cent lower. 


The decline in budgetary revenues in 
September 1998, on a year-over-year basis, 
was primarily attributable to lower goods 
and services tax (GST) revenues. 


¢ Net GST revenues were down $0.3 billion or 
14.5 per cent, reversing the increase recorded 
in the previous month. In the last few months, 
the fluctuations in collections, on a year-over- 
year basis, have been influenced by the timing 
of refunds. In September 1998, refunds were 
up sharply due to an extra processing cycle 
compared to the same period last year. 


e Personal income tax revenues were down 
$0.2 billion, or 3.4 per cent. However, this 
entire decline was attributable to a transfer 
from personal income tax collections to 
employment insurance premium revenues, 
relating to an adjustment with respect to 
taxation year 1997. On a monthly basis, 
employers remit gross tax deductions from 
employees, including federal and personal 
income tax deductions, and employment 
insurance and Canada Pension Plan 
premiums. These are initially allocated to 


the respective components using estimates, 
with adjustments made once annual tax data 
become available. The transfer made in 
September accounted for all of the increase 
in employment insurance premium revenues. 
Without this transfer, employment insurance 
premium revenues would have been lower, 
reflecting the decline in premium rates 

for 1998. 


¢ Corporate income tax collections were up 
$0.2 billion, or 13.0 per cent, reflecting a 
strong increase 1n gross remittances and a 
slight decline 1n refunds. 


¢ Non-tax revenues were up $0.2 billion or 
43.1 per cent. This component is quite 
volatile, reflecting the timing of receipts. 


The increase in program spending was 
primarily attributable to higher operating and 
capital expenditures, mainly due to the timing 
of expenditures. Among the other components: 


e Employment insurance benefits were down 
8.8 per cent, reversing the increase reported 
last month. This primarily reflected the timing 
of cheques over these two months. 


¢ Transfers to other levels of government and 
subsidies and other transfers were up 
marginally, while payments to Crown 
corporations were lower. 


The decline in public debt charges was 
primarily attributable to a lower stock of 
interest-bearing debt. 


Ewe Department of Finance Ministere des Finances 
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Table | 


Summary statement of transactions! 


September April to September 
1997 1998 1997-98 1998-99 
(millions of dollars) 
Budgetary transactions 

Revenue 135732 13,633 J4,615 77,309 
Program spending -7,765 -7,830 -45,768 -46,437 
Operating surplus 3,967 5,803 28,847 30,872 
Public debt charges -3,456 -3,376 -20,495 -20,457 
Deficit/surplus Zot 2,427 S052 10,415 
Non-budgetary transactions -856 -1,385 -5,209 -4,795 

Financial requirements/surplus (excluding 
foreign exchange transactions) G55 1,042 S143 5,620 
Foreign exchange transactions -585 -1,054 3,288 35000 
Net financial balance O70 -12 6,431 Lass 
Net increase(+)/decrease (-) in borowings -1,99] -9,109 -13,019 -16,424 
Net change in cash balances -921 -9,121 -6,588 -4,969 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


| There has been some confusion concerning the two main measures of the the government’s fiscal position: “budgetary balance” 
and "financial balance". The difference is explained in the accompanying text. 


Year-to-date: budgetary surplus 
up $2.1 billion 


Over the first six months (April to September) 
of the 1998-99 fiscal year, the budgetary 


surplus was estimated at $10.4 billion, up : 


$2.1 billion from the surplus of $8.4 billion 
recorded over the first six months of 1997-98. 
Budgetary revenues were up $2.7 billion 

(3.6 per cent), program spending was up 

$0.7 billion (1.5 per cent), while public debt 
charges were virtually unchanged. 


Within budgetary revenues: 


¢ Personal income tax collections were up 
$2.0 billion, or 5.6 per cent. This increase was 
due to higher taxes paid on filing, related to 
the strong income growth in the 1997 taxation 
year, and continued increases in receipts from 
monthly deductions from employment 
income, due to the increases in the number of 
people employed. Revenues to date were 


adversely affected by a transfer of $0.3 billion 
to employment insurance premium revenues, 
due to an adjustment relating to the 1997 
taxation year. 


Corporate income tax revenues were up 

$0.8 billion, or 9.6 per cent, primarily 
reflecting higher gross collections, due to 
continued strength in corporate profits in 
certain sectors of the economy. In addition, 
part of the increase may be due to the monthly 
tax remittance procedures for corporations. 
Corporations are required to file monthly 
instalments based on either their last year’s 
actual tax liability or their current year’s 
estimated tax liability. Corporations have 

60 days after their year end to make 
settlement payments for any amounts owing. 
This results in a substantial amount of 
corporate income tax collections being 
received in the months of February and 
March, ranging from 25 to 40 per cent of total 
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Table 2 


Budgetary revenues 


September April to September Pemcent 
1997 1998 1997-98 1998-99 change 
(millions of dollars) (%) 
Income taxes 

Personal income tax TEVA 6,831 35,897 37,905 Se) 
Corporate income tax 13235 395 8,282 9,077 9.6 
Other income tax revenue és} 55) 1,200 LO -7.5 
Total income tax 8,481 8,281 45,379 48,092 6.0 
Employment insurance premium revenues ig538 1,764 10,593 10,422 -1.6 

Excise taxes and duties 
Goods and services tax 2ZAT2 1,858 10,191 10,370 1.8 
Customs import duties 240 256 269 1,289 1.6 
Sales and excise taxes 816 780 4,343 4,402 1.4 
Total excise taxes and duties 3,228 2,894 15,803 16,061 1.6 
Total tax revenues 13.247 12,939 lie 74,575 3.9 
Non-tax revenues 485 694 2,840 2,134 -3.7 
Total budgetary revenues elev 13,633 74,615 77,309 50) 


collections for the year as a whole. Monthly 
instalments for 1997 were largely based on 
1996 tax liabilities. However, tax liabilities for 
1997 were substantially higher than in 1996, 
as collections in the settlement period 
(February and March 1998) were up nearly 
30 per cent over the 1996 settlement period. 
As a result, instalment payments for 1997 
understated the actual tax liability for the year 
as a whole. Consequently, instalments for 
1998 have been increased to reflect 1997 tax 
liabilities, thereby accounting for current 
strength in corporate income tax collections. 


Employment insurance premium revenues 
were down $0.2 billion, or 1.6 per cent, 
attributable to a decline in premium rates. The 
employee premium rate (per $100 of insurable 
earnings) was reduced from $2.90 for 1997 to 
$2.70 for 1998 (with a corresponding decline 
in the employer rate). Partially offsetting the 
impact of the decline in premium rates was the 
transfer for underpayments relating to the 
1997 taxation year. 


Net GST revenues were up $0.2 billion, 

or 1.8 per cent. Monthly revenues to date 
have been extremely volatile, primarily due 
to the timing of refunds. Gross collections 
were up 5.5 per cent in the first six months 
of 1998-99, in line with the growth in 
consumer demand. However, refunds were 
up 9.5 per cent, thereby depressing the 
growth in net revenues. 


Customs import duties were up slightly, as 
the growth in imports more than offset the 
impact of tariff reductions. Other excise 
taxes and duties were up 1.4 per cent, as the 
reduction in the air transportation tax, 
effective January 1, 1998, dampened the 
impact of increases in energy and tobacco 
taxes and duties. 


Non-tax revenues, consisting of a return on 
investments and other non-tax revenues, 
such as fees and proceeds from sales, 
among others, were down $0.1 billion or 
5) / percent 
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Within program spending: 


¢ Major transfers to persons were up 
$0.2 billion, due entirely to higher elderly 
benefit payments. Employment benefit 
payments were down slightly, reflecting the 
decline in the number of beneficiaries. 


¢ Major transfers to other levels of government 
were virtually unchanged. Cash entitlements 
under the Canada Health and Social Transfer 
(CHST) were unchanged as current legislation 
prevents the fiscal year cash entitlement for 
the period 1997-98 to 2002-03 from falling 
below $12.5 billion. However, total CHST 
entitlements consist of both cash entitlements 
and tax point transfers. With this cash 
entitlement floor and a rising value in the tax 
point transfers, total entitlements under the 
CSHT are increasing. Fiscal transfers were up 
slightly but this was largely offset by higher 
recoveries under Alternative Payments for 
Standing Programs. 


¢ Direct program spending, consisting of total 
program spending less the major transfers to 
persons and other levels of government, was 
up $0.5 billion, or 2.4 per cent. This 
component includes payments to Crown 
corporations, subsidies and other 
transfer payments, and the operating and 
capital costs of government, including 
defence. Subsidies and other transfers were 
up $0.2 billion. Most of this increase was 
due to the initiatives announced in the 
February 1998 budget under the Canadian 
Opportunities Strategy, as well as to higher 
payments under the Farm Income Protection 
Act and increased health-related transfers. 
Partially offsetting the impact of these 
increases were lower transfers to NAVCAN, 
in line with the reductions in the air 
transportation tax. Payments to Crown 
corporations were marginally lower, while 
Operating and capital expenditures were up 
2.6 per cent. 


Public debt charges were marginally lower, 
primarily due to a decline in the overall stock 
of interest-bearing debt. 


Year-to-date: financial surplus of 
$5.6 billion (excluding foreign transactions) 


The budgetary balance is presented on a 
modified accrual basis of accounting, recording 
government liabilities when they are incurred, 
regardless of when the cash payment is made. 
In addition, the budgetary balance only includes 
those activities over which the government has 
legislative control. 


In contrast, financial requirements/surplus 
measure the difference between cash coming 
in to the government and cash going out. 
Financial requirements/surplus differ from 

the budgetary balance, as the former includes 
transactions in loans, investments and advances, 
federal employees’ pension accounts, other 
specified purpose accounts, and changes in 
other financial assets and liabilities. These 
activities are included as part of non-budgetary 
transactions. The conversion from accrual to 
cash is also reflected in non-budgetary 
transactions. 


Non-budgetary transactions resulted in a net 
requirement of $4.8 billion in the April to 
September 1998 period, compared to a net 
requirement of $5.2 billion in the same period 
last year. As a result, there was a financial 
surplus (excluding foreign exchange 
transactions) of $5.6 billion in the first six 
months of 1998-99, up from $2.5 billion in 
the same period last year. 


Year-to-date: net financial balance 
of $11.5 billion/net borrowings 
down $16.4 billion 


Foreign exchange transactions represent all 
transactions in international reserves held in 
the Exchange Fund Account. The purpose of 
this Account is to promote order and stability 
in the foreign exchange market. It fulfils this 
function by buying foreign exchange (selling 
Canadian dollars) when there is upward 
pressure on the value of the Canadian dollar 
and selling foreign exchange (buying Canadian 
dollars) when there is downward pressure. 
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Table 3 
Budgetary expenditures 
September April to September Per cent 
CT 1998 1997-98 1998-99 change 
(millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,866 1,872 11,014 ELS 7 VG 
Employment insurance benefits 856 781 5,425 5,303 -1.1 
Total 2,122 2,653 16,439 16,620 Te 
Other levels of government 
Canada Health and Social Transfer 1,042 1,042 6,250 6,250 0.0 
Fiscal transfers 769 784 4,617 4,698 1.8 
Alternative Payments for Standing Programs -178 -187 - 1,065 -1,120 a2 
Total 633 1,639 9,802 9,828 0.3 
Direct program spending 
Subsidies and other transfers 
Agriculture 71 So OND 262 20.7, 
Foreign Affairs 131 143 716 657 -8.2 
Health 45 oS 380 469 23.4 
Human Resources Development 124 159 620 842 35.8 
Indian and Northern Development 312 307 2,129 2,190 2.9 
Industry and Regional Development 95 125 589 621 5.4 
Veterans Affairs 118 i 688 681 -1.0 
Other 196 165 algal 983 -16.1 
Total Go! 1,108 6,510 6,705 3.0 
Payments to Crown corporations 
Canadian Broadcasting Corporation 69 66 448 400 -10.7 
Canada Mortgage and Housing Corporation 118 120 TS. 867 14.5 
Other 108 81 576 490 -14.9 
Total 295 267 7st ev isw -1.3 
Operating and capital expenditures 
Defence 763 687 3,926 3), KS)! -4 2 
All other departmental expenditures 1,260 1,476 7310 7,766 6.2 
Total 2,023 2,163 11,236 iLieezy 2.6 
| Total direct program spending 3,410 3,538 195527 19,989 2.4 
_ Total program expenditures egos 7,830 45,768 46,437 Io 
| Public debt charges 3,456 3,376 20,495 20,457 -0.2 
| Total budgetary expenditures e221 11,206 66,263 66,894 1.0 


. Memorandum item: 
Total transfers 5,447 5,400 S251 54 55,153 ee 
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Table 4 


The budgetary balance and financial requirements/surplus 


September April to September 
1997 1998 1997-98 1998-99 
(millions of dollars) 
Budget balance: deficit (-)/surplus (+) 2, ul 2,427 Soe 10,415 
Loans, investments and advances 
Crown corporations 249 122 389 730 
Other -95 -544 30 -384 
Total 154 -422 424 346 
Specified purpose accounts 
Canada Pension Plan Account 425 1,028 825 1,389 
Superannuation accounts 334 363 1,018 1,891 
Other -1 24 -272 19 
Total 758 Ee 5 By LSA 3,299 
Other transactions -1,768 -2,378 -7,204 -8,440 
Total non-budgetary transactions -856 -1,385 -5,209 -4,795 
Financial requirements/surplus 
(excluding foreign exchange transactions) 1.699) 1,042 3,143 5,020 
Foreign exchange transactions -585 -1,054 3,288 5,835 
Net financial balances 1,070 -12 6,431 115455 
Table 5 
Net financial balance and net borrowings 
September April to September 
1997 1998 1997-98 1998-99 
(millions of dollars) 
Net financial balance 1,070 -12 6,431 11,455 
Net increase(+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds O12 -6,492 9,850 6,031 
Canada Savings Bonds -195 -99 -1,639 -2,116 
Treasury bills -2,200 -3,600 -20,100 -26,400 
Other -453 - 1,004 380 543 
Subtotal -1,836 -11,195 -11,509 -21,942 
Less: Government’s holdings of unmatured debt {19 1, 756 532 
Total “17 LF -11,118 -10,753 -21,410 
Payable in foreign currencies 
Marketable bonds 0 308 -716 3,008 
Notes and loans 0 0 0 0 
Canada bills =274 1,754 -1;224 2.035 
Canada notes 0 5 -326 -926 
Total -274 2,009 -2,266 4,986 
Net change in borrowings 1,99] -9,109 -13,019 -16,424 
Change in cash balance -92] -9,121 -6,588 -4,969 
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Table 6 
Condensed statement of assets and liabilities 
March 31 September 30 
1998 1998 Change 
(millions of dollars) 
Liabilities 
Accounts payable, accruals and allowances 
Accounts payable and accrued liabilities 22,364 9182 -13,182 
Interest and matured debt 10,419 NOR 153 
Allowances 10,917 10,917 0) 
Total accounts payable, accruals and allowances 43,700 30,671 -13,029 
Interest-bearing debt 
Pension and other accounts 
Public sector pensions 117,457 119,348 1,89] 
Canada Pension Plan (net of securities) 4,205 5,595 1,390 
Other pension and other accounts Seo? 5,890 18 
Total pension and other accounts 127,534 130,833 3,299 
Unmatured debt 
Payable in Canadian dollars 
Marketable bonds 294,583 300,614 6,03 1 
Treasury bills 1300 85,900 -26,400 
Canada Savings Bonds 29169 28,185 -1,584 
Other 3,456 3,999 543 
Subtotal 440,108 418,698 -21,410 
Payable in foreign currencies BUI. lees} BAGO 4,987 
Total unmatured debt 467,291 450,868 -16,423 
Total interest-bearing debt 594,825 581,701 -13,124 
Total liabilities 638,525 612,372 -26,153 
Assets 
Cash and accounts receivable 15,813 6,256 -9,557 
Foreign exchange accounts 28,968 D3 AGS -5,835 
Loans, investments and advances (net of allowances) 14,036 13,690 -346 
Total assets 58,817 43,079 = 115), /3ks 
Accumulated deficit 579,708 569,293 -10,415 


The buying of Canadian dollars represents 

a source of funds from exchange fund 
transactions, while the selling of Canadian 
dollars represents a requirement. Changes in 
foreign currency liabilities, which are 
undertaken to change the level of Canada’s 
foreign exchange reserves, also impact on 
foreign exchange transactions. 


Taking all these factors into account, in the first 
six months of 1998-99, there was a net source 
of funds of $5.8 billion from foreign exchange 


transactions, up from a source of $3.3 billion in 
the same period last year. 


With a budgetary surplus of $10.4 billion, 

a net requirement of $4.8 billion from 
non-budgetary transactions, and a net 
source of funds of $5.8 billion from foreign 
exchange transactions, the net financial 
balance recorded a surplus of $11.5 billion, 
over the April to September 1998 period, 
compared to $6.4 billion in the same period 
last year. 
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Table 7 
Debt Servicing and Reduction Account (DSRA) 
1991-92 1992-93 1993-94 1994-95 1995-96 1996-97 
(millions of dollars) 
Gross GST collected 29,564 30,516 327052 26715 38,048 40,733 
Less: 
Refunds and rebates be330 125138 14.271 7A 18,874 19,782 
Quarterly low-income tax credit DOr 2508 2.685 ZO LO 2,799 2872 
Net GST 15,168 14,868 15,696 16,787 16,374 18,079 
GST penalties and interest received 19 71 90 [29 135 159 
Gains from wind-up of interest in Crown 
corporations/disposal of shares in 
Crown corporations p) 110 eye) 
Gifts to the Crown 0.4 0.1 On 0.5 0.3 0.3 
Proceeds to the DSRA [53190 15,050 15,786 16,916 16,835 18,238 


Source: Public Accounts of Canada — 1997. 


With this net financial balance, coupled with 
a reduction in cash balances of $5.0 billion, 
the government retired $16.4 billion of market 
debt in the first six months of 1998-99. 

Cash balances at the end of September 1998 
were $5.3 billion. 


The Debt Servicing and Reduction Account 


In June 1991, legislation to establish the 
Debt Servicing and Reduction Account 
received Royal Assent. As a result, effective 
April 1, 1991, all GST revenue net of the 
applicable input tax credits, rebates and the 
low-income credit, along with net proceeds 
from the sale of Crown corporations and gifts 


to the Crown identified for debt reduction must, 
by law, go directly to the Debt Servicing and 
Reduction Account. The funds in this Account 
can only be used to pay the cost of servicing 
the public debt and ultimately to retire debt. 
The Account is audited on an annual basis 

by the Auditor General of Canada. In his 
“Observations” on the 1996-97 financial 
statements, the Auditor General questioned 
the need for this Account, given the 
fundamental concept of the Consolidated 
Revenue Fund. The government has asked 

the House of Commons Standing Committee 
on Finance to review this issue and advise 

the government. 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
For other inquiries about this publication, contact Peter DeVries at (613) 996-7397. 
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Budgetary deficit of $0.8 billion 
in October 1998 


A budgetary deficit of $0.8 billion was recorded in 
October 1998, up $0.2 billion from the deficit of 

$0.6 billion recorded in the same period last year. 

A deficit was expected in October, reflecting timing 
factors affecting both revenues and program spending. 
For example, revenues are adversely affected in 
October by the quarterly payment of the low-income 
goods and services tax (GST) credit and the 
remittance procedures for personal income tax and 
employment insurance premium liabilities. Program 
spending is skewed towards the latter half of the fiscal 
year, reflecting the timing of payments. In addition, 
for 1998-99, the impact of the 1998 budget tax relief 
and spending initiatives primarily affects the latter 
half of the fiscal year. 


On a year-over-year basis, budgetary revenues were 
marginally lower as higher non-tax revenues, personal 
income tax revenues, GST revenues and other tax 
revenues were offset by declines in the other revenue 
components, most notably corporate income tax 
revenues and customs import duties. 


Program spending was up 1.6 per cent, primarily 
attributable to higher operating and capital 
expenditures, increased elderly benefit payments 
and increased payments to Crown corporations. 
Dampening the impact of these increases were lower 
subsidies and other transfers. 


Public debt charges were up by | per cent, due to a 
slight increase 1n the average effective interest rate 
On interest-bearing debt. 


Year-to-date: budgetary surplus up 
$1.9 billion 


Over the first seven months (April to October) of 
the 1998-99 fiscal year, the budgetary surplus was 
estimated at $9.6 billion, up $1.9 billion from the 
surplus of $7.7 billion recorded over the first 

seven months of 1997-98. Budgetary revenues were 
up $2.7 billion (3.1 per cent), program spending was 
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up $0.8 billion (1.5 per cent), while public debt 
charges were unchanged. 


Within budgetary revenues: 


¢ Personal income tax collections were up 
$2.0 billion, or 5.0 per cent. This increase was due 
to higher taxes paid on filing, related to the strong 
income growth in the 1997 taxation year, and 
continued increases in receipts from monthly 
deductions from employment income, due to the 
increases in the number of people employed. 
Revenues to date were adversely affected by a 
transfer of $0.3 billion to employment insurance 
premium revenues, due to an adjustment relating 
to the 1997 taxation year. 


¢ Corporate income tax revenues were up 
$0.7 billion, or 6.9 per cent, despite the fact that 
corporate profits were lower in the first three 
quarters of 1998 than in the same period last year. 
This discrepancy is primarily due to the monthly 
tax remittance procedures for corporations. 
Corporations are required to file monthly 
instalments based on either their last year’s actual 
tax liability or their current year’s estimated tax 
liability. Corporations have 60 days after their year 
end to make settlement payments for any amounts 
owing. This results in a substantial amount of 
corporate income tax collections being received in 
the months of February and March, ranging from 
25 per cent to 40 per cent of total collections for 
the year as a whole. Monthly instalments for 1997 
were largely based on 1996 tax liabilities. 
However, tax liabilities for 1997 were substantially 
higher than in 1996, which led to collections in the 
settlement period (February and March 1998) 
rising up nearly 30 per cent over the 1996 
settlement period. As a result, instalment payments 
for 1997 understated the actual tax liability for the 
year as a whole. Consequently, instalments for 
1998 have been increased to reflect 1997 tax 
liabilities, thereby accounting for the current 
strength in corporate income tax collections. 
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Table | 
Summary statement of transactions 
October April to October 
1997 1998 1997-98 1998-99 
(millions of dollars) 
Budgetary transactions 
Revenues Least jivsysy 86,146 88,831 
Program spending -8,761 -8,899 -54,528 By ie hie 68) 
Operating balance 2,770 2,023 31,618 33,496 
Public debt charges -3,408 =3 441 -23,904 -23,899 
Budgetary balance (deficit/surplus) -638 -818 7,714 9,597 
Non-budgetary transactions 1,010 -137 -4,200 -4,931 
Financial requirements/surplus (excluding 
foreign exchange transactions) oi2 -955 3,514 4,666 
Foreign exchange transactions 677 -297 3,965 5,538 
Net financial balance 1,049 eL252 7,479 10,204 
Net change in borrowings 1,614 -1,982 -11,405 -18,406 
Net change in cash balances 2,663 -3,234 -3,926 -8,202 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


¢ Employment insurance premium revenues were 
down $0.2 billion, or 1.9 per cent, attributable 


Within program spending: 


¢ Major transfers to persons were up $0.3 billion, 


to the decline in premium rates. The employee 
premium rate (per $100 of insurable earnings) was 
reduced from $2.90 for 1997 to $2.70 for 1998 
(with a corresponding decline in the employer 
rate). Partially offsetting the impact of the 

decline in premium rates was the transfer for 
underpayments relating to the 1997 taxation year. 


Net GST revenues were up $0.2 billion, or 

2.0 per cent. Monthly revenues to date have been 
extremely volatile, primarily due to the timing of 
refunds. Gross collections were up 5.4 per cent 
in the first seven months over 1998-99, in line 
with the growth in consumer demand. However, 
refunds and rebates were up 9.6 per cent, thereby 
depressing the growth in net revenues. 


Customs import duties were down $0.1 billion, or 
8.6 per cent, as the growth in imports was more 
than offset by the impact of tariff reductions. Other 
excise taxes and duties were unchanged, as the 
reduction in the air transportation tax, effective 
January |, 1998, dampened the impact of increases 
in energy and tobacco taxes and duties. 


Non-tax revenues, consisting of a return on 
investments and other non-tax revenues, such as 
fees and proceeds from sales, among others, were 
up $0.1 billion, or 3.2 per cent. 


due entirely to higher elderly benefit payments. 
Employment benefit payments were down slightly, 


reflecting the decline in the number of beneficiaries. 


Major transfers to other levels of government were 
up slightly as higher fiscal transfers were largely 
offset by higher recoveries under Alternative 
Payments for Standing Programs. Cash 
entitlements under the Canada Health and Social 
Transfer (CHST) were unchanged as current 
legislation prevents the fiscal year cash entitlement 
for the period 1997-98 to 2002-03 from falling 
below $12.5 billion. However, total CHST 
entitlements consist of both cash entitlements and 
tax point transfers. With this cash entitlement floor 
and a rising value in the tax point transfers, total 
entitlements under the CHST are increasing. 


Direct program spending, consisting of total 
program spending less the major transfers to 
persons and other levels of government, was up 
$0.5 billion, or 2.0 per cent. This component 
includes subsidy and other transfer payments, 
payments to Crown corporations, and the operating 
and capital costs of government, including defence. 
Subsidies and other transfers were up $0.1 billion. 
Most of this increase was due to the initiatives 
announced in the February 1998 budget under the 
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Table 2 


Budgetary revenues 


October April to October Per cent 
1997 1998 1997-98 1998-99 change 
(millions of dollars) (%) 
Income taxes 

Personal income tax SAL 5,450 41,308 43,355 5.0 
Corporate income tax L473 1,353 O76 10,430 6.9 
Other income tax revenue 190 2123 1,389 1,383 -0.4 
Total income tax 7,074 7,076 52,453 55,168 ee 
Employment insurance premium revenues 1,382 1322 11,976 11,744 -1.9 

Excise taxes and duties 
Goods and services tax 1,706 1,764 11,897 12S 3 BAAD) 
Customs import duties 348 190 1,618 1,479 -8.6 
Sales and excise taxes 759 706 5,102 S107 0.1 
Total excise taxes and duties 2,813 2,660 18,617 18,719 0.5 
Total tax revenues 11,269 11,058 83,046 85,631 Sill 
Non-tax revenues 262 464 3,100 3,200 ah 
Total budgetary revenues 11S Sil L522 86,146 88,831 Shall 


Canadian Opportunities Strategy and increased 
aboriginal-related transfers. Payments to Crown 
corporations were largely unchanged, while 
operating and capital expenditures were up 

2.8 per cent. 


Public debt charges were virtually unchanged, as a 
decline in the overall stock of interest-bearing debt 
was offset by an increase in the average effective 
interest rate on that debt. 


Year-to-date: financial surplus of 
$4.7 billion (excluding foreign 
exchange transactions) 


The budgetary balance is presented on a modified 
accrual basis of accounting, recording government 
liabilities when they are incurred, regardless of when 


_ the cash payment is made. In addition, the budgetary 


balance only includes those activities over which the 
government has legislative control. 


In contrast, financial requirements/surplus measure 
the difference between cash coming in to the 
government and cash going out. Financial 
requirements/surplus differ from the budgetary 


_ balance, as the former includes transactions in loans, 


investments and advances, federal employees’ 
pension accounts, other specified purpose accounts, 
and changes in other financial assets and liabilities. 


These activities are included as part of non-budgetary 
transactions. The conversion from accrual to cash 
is also reflected in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $4.9 billion in the April to 

October 1998 period, compared to a net requirement 
of $4.2 billion in the same period last year. As a 
result, there was a financial surplus (excluding foreign 
exchange transactions) of $4.7 billion in the first 
seven months of 1998-99, up $1.2 billion in the 

same period last year. 


Year-to-date: net financial balance 
of $10.2 billion/net borrowings down 
$18.4 billion 


Foreign exchange transactions represent all 
transactions in international reserves held in 

the Exchange Fund Account. The purpose of the 
Exchange Fund Account is to promote order and 
stability in the foreign exchange market. It fulfils this 
function by buying foreign exchange (selling 
Canadian dollars) when there is upward pressure on 
the value of the Canadian dollar and selling foreign 
exchange (buying Canadian dollars) when there is 
downward pressure. The buying of Canadian dollars 
represents a source of funds from exchange fund 
transactions, while the selling of Canadian dollars 
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Table 6 


Condensed statement of assets and liabilities 


March 31, 1998 October 31, 1998 Change 


Liabilities 
Accounts payable, accruals and allowances 
Accounts payable and accrued liabilities 
Interest and matured debt 
Allowances 


Total accounts payable, accruals and allowances 


Interest-bearing debt 
Pension and other accounts 
Public sector pensions 
Canada Pension Plan (net of securities) 
Other pension and other accounts 


Total pension and other accounts 


Unmatured debt 
Payable in Canadian dollars 
Marketable bonds 
Treasury bills 
Canada Savings Bonds 
Other 


Subtotal 
Payable in foreign currencies 
Total unmatured debt 
Total interest-bearing debt 
Total liabilities 


Assets 
Cash and accounts receivable 
Foreign exchange accounts 
Loans, investments and advances (net of allowances) 


Total assets 


Accumulated deficit 


(millions of dollars) 


22,364 8,468 -13,896 
10,419 11,798 1,379 
10,917. «10,917 m0 
43,700 31,183 12,517 
117,457 119,667 2,210 
4,205 5,147 942 
5,872, 5 926 ie 
127,534 130.740 3,206 
294,583 297,514 2,931 
112,300 86,700 -25,600 
29,769 27,849 -1,920 
3456 Asie 920 
440,108 416,439 -23,669 
Bee 5,263 
467,291 448,885 -18,406 
594,825 579,625 -15,200 
638,525 610,808 27g 
15,813 3,544 -12,269 
28,968 23,430 -5,538 
14,036 13,723 313 
58,817 40,697 -18,120 
WE o a  usal -9,597 


represents a requirement. Changes in foreign currency 
liabilities, which are undertaken to change the level 
of Canada’s foreign exchange reserves, also impact 
on foreign exchange transactions. 


Taking all these factors into account, in the first 
seven months of 1998-99, there was a net source of 
funds of $5.5 billion from foreign exchange 
transactions, up from a source of $4.0 billion in the 
same period last year. 


With a budgetary surplus of $9.6 billion, a net 
requirement of $4.9 billion from non-budgetary 


transactions, and a net source of funds of $5.5 billion 
from foreign exchange transactions, the net financial 
balance recorded a surplus of $10.2 billion over 

the April to October 1998 period, compared to 

$7.5 billion in the same period last year. 


With this net financial balance, coupled with a 
reduction in cash balances of $8.2 billion, the 
government retired $18.4 billion of market debt in 
the first seven months of 1998-99. Cash balances at 
the end of October 1998 were $2.1 billion. 
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Table 3 
Budgetary expenditures 
October April to October Per cent 
1997 1998 1997-98 1998-99 change 
(millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,830 1,928 12,844 13135 Ded 
Employment insurance benefits 761 747 6,186 6,110 -1.2 
Total Zool 2,675 19,030 19,295 1.4 
Other levels of government 
Canada Health and Social Transfer 1,042 1,042 Tp292 OZ 0.0 
Fiscal transfers Td 829 5,394 Deora! 25 
Alternative Payments for Standing Programs -178 -185 -1,243 -1,305 5.0 
Total 1,641 1,686 11,443 11,514 0.6 
Direct program spending 
Subsidies and other transfers 
Agriculture 101 21 318 289 -9.] 
Foreign Affairs 95 108 811 766 -5.5 
Health 93 91 473 560 18.4 
Human Resources Development 168 141 785 O79 24.7 
Indian and Northern Development 249 261 DOU 2,451 Bal 
Industry and Regional Development 154 140 743 761 2.4 
Veterans Affairs 115 114 803 795 -1.0 
Other Dav) 2A2 1,421 1195 -15.9 
Total 225 1,094 Taian 7,796 0.8 
Payments to Crown corporations 
Canadian Broadcasting Corporation 74 105 322 505 -3.3 
Canada Mortgage and Housing Corporation 167 is) 924 1,002 8.4 
Other 58 91 634 581 -8.4 
Total 299 Bo 2,080 2,088 0.4 
Operating and capital expenditures 
Defence 1,005 966 4,931 4,727 -4.] 
All other departmental expenditures 2,000 2,146 O33 SENS) 6.5 
Total 3,005 Sw 14,244 14,642 2.8 
Total direct program spending 4,529 4,537 24,055 24,526 2.0 
Total program expenditures 8,761 8,899 54,528 aioe) iba) 
Public debt charges 3,408 3,441 23,904 23,899 0.0 
Total budgetary expenditures 12,169 12,340 78,432 79,234 1.0 
Memorandum item: 
Total transfers 5,457 5,455 38,204 38,605 ee) 
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Table 4 


The budgetary balance and financial requirements/surplus 


i 


October April to October 
1997 1998 1997-98 1998-99 
(millions of dollars) 
Budgetary balance (deficit/surplus) -638 -818 7,714 9,597 
Loans, investments and advances 
Crown corporations -118 19 QTL 750 
Other -85 -52 -50 -437 
Total -203 -33 pP| 313 
Specified purpose accounts 
Canada Pension Plan Account 164 -447 989 942 
Superannuation accounts 318 319 1380 PIA 
Other 60 25 -214 54 
Total 542 -93 Pan a 3,207 
Other transactions 671 -11 -6,532 -8,451 
Total non-budgetary transactions 1,010 -137 -4,200 -4,931 
Financial requirements/surplus 
(excluding foreign exchange transactions) OZ -955 3,514 4,666 
Foreign exchange transactions 677 -297 32905 5,538 
Net financial balance 1,049 -1,252 7,479 10,204 
Table 5 
Net financial balance and net borrowings 
October April to October 
LOT, 1998 1997-98 1998-99 
(millions of dollars) 
Net financial balance 1,049 -1,252 7,479 10,204 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds -2,775 -3,100 ee 2,930 
Canada Savings Bonds -428 -370 -2,067 ~-2,486 
Treasury bills 4,600 800 -15,500 -25,600 
Other -388 Sal -8 O19 
Subtotal 1,009 -2,293 -10,500 -24,236 
Less: Government’s holding of unmatured debt 38 34 794 567 
Total 1,047 -2,259 -9,706 -23,669 
Payable in foreign currencies 
Marketable bonds 438 Sul -278 4,388 
Notes and loans 0 0 0 0 
Canada bills 198 =213 -1,026 1,822 
Canada notes -69 Ot -395 -947 
Total 567 277 -1,699 5,263 
Total change in borrowings 1,614 1982 -11,405 -18,406 © 
Change in cash balance 2.663 -3,234 -3,926 -8,202 
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Highlights of financial results for November 1998 


Budgetary surplus of $64 million in 
November 1998, down $399 million 
from November 1997 


A budgetary surplus of $64 million was recorded 
in November 1998, down $399 million from the 
surplus of $463 million recorded in November 
1997. Budgetary revenues were up $559 million 
or 4.7 per cent, program spending increased by 
$569 million, or 6.8 per cent, while public debt 
charges were up $389 million, or 12.1 per cent. 


The year-over-year increase in budgetary revenues 
reflected gains in personal and corporate income 
tax revenues, goods and services tax (GST) 
revenues, and non-tax revenues. The impact of 
these gains on total budgetary revenues was 
dampened by lower customs import duties, sales 
and excise taxes, and employment insurance 
premium revenues. 


With the exception of expenditures related to 
Crown corporations and defence, all other major 
components of program spending were up on a 
year-over-year basis. Employment insurance 
benefit payments were up strongly, but most of this 
increase was attributable to an extra cheque cycle 
being processed in November 1998. The increases 
in subsidies and other transfers and all other 
departmental operating and capital expenditures 
were also largely attributable to timing factors. 


The year-over-year increase in public debt charges 
was largely attributable to downward accrual 
adjustments to the November 1997 estimate, 
pertaining to overestimations in previous months. 


Year-to-date: budgetary surplus 
of $9.7 billion 


Over the first eight months (April to November) 
of the 1998-99 fiscal year, the budgetary surplus 
was estimated at $9.7 billion, up $1.5 billion 
from the surplus of $8.2 billion recorded over 
the first eight months of 1997-98. However, this 
improvement was largely due to higher personal 
income tax collections in May 1998, primarily 
relating to taxes owing with respect to earnings in 
the 1997 taxation year. There has been no net 
improvement in the fiscal balance over the other 
seven months of 1998-99. 


Since revenues are typically strong in December, 
in part reflecting remittances from quarterly filers, 
the year-to-date surplus is expected to rise further 
in December 1998. However, monthly deficits 

are expected in the final quarter of 1998-99. The 
recently announced reductions in employment 
insurance premium rates are effective 

January 1, 1999. Revenues are typically depressed 
in January, due to the payment of the GST 
low-income credit and refunds. Corporate income 
tax revenues are expected to be significantly lower 
in the February/March 1999 settlement period, 
reflecting the decline in corporate profits in 1998 
(see below for more details). Exchange fund 
earnings, which are reported in March, will also be 
significantly lower than in March 1998, due to the 
actions during 1998 to support the Canadian dollar. 
Personal income tax refunds, pertaining to the 
processing of the 1998 tax returns, will further 
depress revenues in March 1999. These factors 
will all serve to bring the underlying surplus for 
1998-99 to below that recorded in 1997-98. 
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Table 1 
Summary statement of transactions 


November April to November 
1997 1998 1997-98 1998-99 
(millions of dollars) 
Budgetary transactions 

Revenues 11,983 12,542 98,129 LOL 3s 
Program spending -8,312 -8,88 1 -62,839 -64,216 
Operating surplus 3,001 3,661 Soc 90) SIA 
Public debt charges -3,208 3097, -27,112 -27,496 
Budgetary balance (deficit/surplus) 463 64 8,178 9,661 
Non-budgetary transactions 1,758 2,665 -2,44] “2,353 

Financial requirements/surplus (excluding 
foreign exchange transactions) 22 2,129 Bede 7,308 
Foreign exchange transactions 1,638 -6,363 5,603 -825 
Net financial balance 3,859 -3,634 11,340 6,483 
Net change in borrowings -105 a2 -11,510 -15,068 
Net change in cash balances 3,754 -294 -170 -8,585 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


Over the first eight months of 1998-99, budgetary 
revenues were up $3.2 billion (3.3 per cent), 
program spending was up $1.4 billion 

(2.2 per cent), while public debt charges were 
$0.4 billion (1.4 per cent) higher, compared to 
the first eight months of 1997-98. 


Within budgetary revenues: 


¢ Personal income tax collections were up 
$2.2 billion, or 4.6 per cent. This increase was 
due to continued increases in receipts from 
monthly deductions from employment income, 
due to increases in the number of people 
employed, as well as higher taxes paid on filing, 
reflecting the strong income growth in the 1997 
taxation year. The overall growth in personal 
income tax collections has been dampened by 
a number of factors, including a strong increase 
in refunds (up $1.2 billion) and a transfer of 
$0.3 billion to employment insurance premium 
revenues. Both of these factors relate to the 1997 
taxation year. In addition, payments under the 
Canada Child Tax Benefit, which are netted from 


personal income tax revenues, are up 
$0.2 billion, reflecting the additional funding 
announced in the 1996 and 1997 budgets. 


Corporate income tax revenues were up 

$0.8 billion, or 7.7 per cent, despite the fact 
that corporate profits were lower in the first 
three quarters of 1998 than in the same period 
in 1997. This discrepancy is primarily due to 
the monthly tax remittance procedures for 
corporations. Corporations are required to file 
monthly instalments based on either their last 
year’s actual tax liability or their current year’s 
estimated tax liability. Corporations have 

60 days after their year end to make settlement 
payments for any amounts owing. This results 
in a substantial amount of corporate income 
tax collections being received in the months 

of February and March, ranging from 

25 per cent to 40 per cent of total collections 
for the year as a whole. Monthly instalments for 
1997 were largely based on 1996 tax liabilities. 
However, tax liabilities for 1997 were 
substantially higher than in 1996, which led to 
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Table 2 
Budgetary revenues 


November April to November Percent 
1997 1998 1997-98 1998-99 change 
(millions of dollars) (%) 
Income taxes 

Personal income tax 5,878 6,004 47,186 49,359 4.6 
Corporate income tax oval 1,496 11,077 11,926 Wey 
Other income tax revenue 194 173 1,584 1,556 -1.8 
Total income tax 7,393 1078 59,847 62,841 0 
Employment insurance premium revenues OPA 1,194 13,196 12,938 -2.0 

Excise taxes and duties 
Goods and services tax 1,984 2,2b2 13,881 14,355 3.4 
Customs import duties 242 lie 1,860 1,652 -11.2 
Sales and excise taxes 845 719 5,946 5,827 -2.0 
Total excise taxes and duties 3,071 30138 21,687 21,834 0.7 
Total tax revenues 11,685 11,980 94,730 97,613 5.0) 
Non-tax revenues 298 562 3,399 3,760 10.6 
Total budgetary revenues 11,983 12,542 985129 LOTSTS ono 


collections in the settlement period (February 
and March 1998) rising up nearly 30 per cent 
over the 1996 settlement period. As a result, 
instalment payments for 1997 understated the 
actual tax liability for the year as a whole. 
Consequently, instalments for 1998 have been 


increased to reflect 1997 tax liabilities, thereby 
accounting for the current strength in corporate 


income tax collections. With corporate profits 
down in 1998, settlement payments in 


February/March 1999 are expected to be lower 


than those recorded in February/March 1998. 


¢ Employment insurance premium revenues 
were down $0.3 billion, or 2.0 per cent, 
attributable to the decline in premium rates. 
The employee premium rate (per $100 of 


insurable earnings) was reduced from $2.90 for 


1997 to $2.70 for 1998 (with a corresponding 
decline in the employer rate). With an 
announced employee rate of $2.55 for 1999, 
premium revenues will be lower in 1998-99 
than in 1997-98. 


Net GST revenues were up $0.5 billion, or 

3.4 per cent. Monthly revenues to date have 
been extremely volatile, primarily due to the 
timing of refunds. Gross collections were up 

6.4 per cent in the first eight months of 1998-99, 
in line with the growth in consumer demand. 
However, refunds and rebates were up 

10.5 per cent, thereby depressing the growth 

in net revenues. 


Customs import duties were down $0.2 billion, 
or 11.2 per cent, as the growth in imports 

was more than offset by the impact of tariff 
reductions. Other excise taxes and duties were 
down $0.1 billion, or 2.0 per cent, largely due to 
the reduction in the Air Transport Tax, effective 
January 1, 1998, and its elimination effective 
November |, 1998. 


Non-tax revenues, consisting of the return on 
investments and other non-tax revenues, such as 
fees and proceeds from sales, among others, 
were up $0.4 billion or 10.6 per cent. 
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Table 3 
Budgetary expenditures 


November April to November Per cet 
1997 1998 1997-98 1998-99 change 
(millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,867 1,899 14,711 15,084 BE 
Employment insurance benefits 837 944 7,023 7,054 0.4 
Total 2,704 2,843 21,734 PEPIN RS 12) 
Other levels of government 
Canada Health and Social Transfer 1,042 1,042 ‘sole ye) 85350 0.0 
Fiscal transfers Og), 828 Goleat 6355 3.0 
Alternative Payments for Standing Programs -180 -189 -1,423 -1,494 0 
Total 1,639 1,681 13,081 13,194 0.9 
Direct program spending 
Subsidies and other transfers 
Agriculture 54 106 ofl 394 6.2 
Foreign Affairs al 19 922 784 -15.0 
Health 40 91 512 651 20a 
Human Resources Development 98 es 883 Oot 23.6 
Indian and Northern Development 265 212 2,642 L123 oF! 
Industry and Regional Development 121 120 865 881 1.8 
Veterans Affairs 112 MATS) ile) 910 -0.5 
Other 150 398 eal [5593 1.4 
Total Sy! 1,234 8,681 9,027 4.0 
Payments to Crown corporations 
Canadian Broadcasting Corporation 75 80 S77, 585 -2.0 
Canada Mortgage and Housing Corporation Na} 143 1,077 1,145 6.3 
Other 88 69 A22 650 -10.0 
Total 316 Ow) 2,396 2,380 -0.7 
Operating and capital expenditures 
Defence 982 848 913 aes: -5.7 
All other departmental expenditures 1,720 1,983 11,034 11,902 7.9 
Total 2.102 2,031 16,947 17,477 351 
Total direct program spending 3,969 4,357 28,024 28,884 3a 
Total program expenditures 8,312 8,881 62,839 64,216 pap: 
Public debt charges 3,208 3,597 Dea 12 27,496 1.4 
Total budgetary expenditures 11520 12,478 89,951 Ot 2.0 
Memorandum item: 
Total transfers 5,294 Dy Stes 43,496 44,359 20) 
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Table 4 
The budgetary balance and financial requirements/surplus 
November April to November 
1997 1998 1997-98 1998-99 
(millions of dollars) 
Budgetary balance (deficit/surplus) 463 64 8,178 9,661 
Loans, investments and advances 
Crown corporations -92 14] 180 891 
Other -72 -26 -123 -463 
Total -164 iS o7 428 
Specified purpose accounts 
Canada Pension Plan Account -691 -593 299 349 
Superannuation accounts 342 SY 1,678 2355 
Other ch -10 -207 45 
Total -342 -28] 1,770 ZT 
Other transactions 2,264 2,932 -4,268 -5,708 
Total non-budgetary transactions lk hate: 2,665 -2,44] -2,353 
Financial requirements/surplus 
(excluding foreign exchange transactions) EO | 2,129 Sed! 7,308 
Foreign exchange transactions 1,638 -6,363 5,603 -825 
Net financial balance Sop) -3,634 11,340 6,483 
Table 5 
Net financial balance and net borrowings 
November April to November 
1997 1998 1997-98 1998-99 
(millions of dollars) 
Net financial balance 3,859 -3,634 11,340 6,483 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds 3,500 -1,100 10:53:75 1,831 
Canada Savings Bonds 109 290 -1,958 -2,197 
Treasury bills -3,500 -500 -19,000 -26,100 
Other 168 362 160 1,281 
Subtotal 257. -948 -10,223 -25,185 
Less: Government’s holding of unmatured debt -822 -415 -28 ily 
Total -545 -1,363 -10,251 -25,034 
Payable in foreign currencies 
Marketable bonds 42 4,838 -236 9,226 
Notes and loans 0 0 0 0 
Canada bills 342 -136 -684 1,687 
Canada notes 56 - -339 -947 
Total 440 4,702 -1,259 9,966 
Net change in borrowings -105 B3309 -11,510 -15,068 


_ Change in cash balance 3,754 -294 -170 -8,585 
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Within program spending: 

¢ Major transfers to persons were up $0.4 billion, 
primarily due to higher elderly benefit payments. 
Employment insurance benefit payments were 
up slightly, reflecting the extra cheque 
processing cycle in November 1998. 


¢ Major transfers to other levels of government 
were up $0.1 billion, as higher fiscal transfers 
were largely offset by higher recoveries under 
Alternative Payments for Standing Programs. 
Cash entitlements under the Canada Health and 
Social Transfer (CHST) were unchanged as 
current legislation prevents the fiscal year cash 
entitlement for the period 1997-98 to 2002-03 
from falling below $12.5 billion. However, 
total CHST entitlements consist of both cash 
entitlements and tax point transfers. With this 
cash entitlement floor and a rising value in the 
tax point transfers, total entitlements under the 
CSHT are increasing. 


¢ Direct program spending, consisting of total 
program spending less the major transfers to 
persons and other levels of government, was up 
$0.9 billion, or 3.1 per cent. This component 
includes subsidy and other transfer payments, 
payments to Crown corporations, and the 
operating and capital costs of government, 
including defence. Subsidies and other transfers 
were up $0.3 billion. Most of this increase 
was due to the initiatives announced in the 
February 1998 budget under the Canadian 
Opportunities Strategy and increased 
aboriginal-related transfers. Payments to 
Crown corporations were largely unchanged, 
while operating and capital expenditures 
were up 3.1 per cent. 


Public debt charges were up $0.4 billion, or 

1.4 per cent, as a decline in the overall stock of 
interest-bearing debt was offset by an increase in 
the average effective interest rate on that debt. 


Year-to-date: financial surplus 
of $7.3 billion (excluding foreign 
exchange transactions) 


The budgetary balance is presented on a modified 
accrual basis of accounting, recording government 
liabilities when they are incurred, regardless of 
when the cash payment is made. In addition, the 
budgetary balance only includes those activities 
over which the government has legislative control. 


In contrast, financial requirements/surplus measure 
the difference between cash coming in to the 
government and cash going out. Financial 
requirements/surplus differ from the budgetary 
balance, as the former includes transactions in 
loans, investments, and advances, federal 
employees’ pension accounts, other specified 
purpose accounts, and changes in other financial 
assets and liabilities. These activities are included 
as part of non-budgetary transactions. The 
conversion from accrual to cash is also reflected 
in non-budgetary transactions. 


Non-budgetary transactions resulted in a net | 
requirement of $2.4 billion in the April to | 
November 1998 period, virtually unchanged | 
from the net requirement in the same period in 

1997. As a result, there was a financial surplus 
(excluding foreign exchange transactions) of 

$7.3 billion in the first eight months of 1998-99, 

up $1.6 billion from the same period in 1997-98. 
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Year-to-date: net financial balance 
of $6.5 billion/net borrowings 
down $15.1 billion 


Foreign exchange transactions represent all 
transactions in international reserves held in the 
Exchange Fund Account. The purpose of the 
Exchange Fund Account is to promote order and 
stability in the foreign exchange market. It fulfils 
this function by buying foreign exchange (selling 
Canadian dollars) when there is upward pressure on 
the value of the Canadian dollar and selling foreign 
exchange (buying Canadian dollars) when there is 
downward pressure. The buying of Canadian 
dollars represents a source of funds from exchange 
fund transactions, while the selling of Canadian 
dollars represents a requirement. Changes in 
foreign currency liabilities, which are undertaken 
to change the level of Canada’s foreign exchange 
reserves, also impact on foreign exchange 
transactions. 


Taking all of these factors into account, in the 

first eight months of 1998-99, there was a net 
requirement of funds of $0.8 billion from foreign 
exchange transactions, compared to a net source of 
$5.6 billion in the same period last year. 


With a budgetary surplus of $9.7 billion, a net 
requirement of $2.4 billion from non-budgetary 
transactions, and a net requirement of $0.8 billion 
from foreign exchange transactions, the net 
financial balance recorded a surplus of 

$6.5 billion over the April to November 1998 
period, compared to a surplus of $11.3 billion 

in the same period in 1997. 


With this net financial balance, coupled with a 
reduction in cash balances of $8.6 billion, the 
government retired $15.1 billion of market debt 

in the first eight months of 1998-99. Cash balances 
at the end of November 1998 were $1.8 billion. 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 1998 November 30, 1998 Change 
(millions of dollars) 
Liabilities 
Accounts payable, accruals and allowances 
Accounts payable and accrued liabilities 22,364 10,176 -12,188 
Interest and matured debt 10,419 12,909 2,490 
Allowances LORE? fOSy7 0 
Total accounts payable, accruals and allowances 43,700 34,002 -9,698 
Interest-bearing debt 
Pension and other accounts 
Public sector pensions 117,457 119,989 D532, 
Canada Pension Plan (net of securities) 4,205 4,554 349 
Other pension and other accounts Syne S910 44 
Total pension and other accounts 127,534 130,459 DROS 
Unmatured debt 
Payable in Canadian dollars 
Marketable bonds 294,583 296,414 [oak 
Treasury bills 112,300 86,200 -26,100 
Canada Savings Bonds ZO 69 Zigzo -2,046 
Other : 3,456 4,738 1,282 
Subtotal 440,108 415,075 -25,033 
Payable in foreign currencies PA A ove: 37,149 9,966 
Total unmatured debt 467,291 452,224 -15,067 
Total interest-bearing debt 594,825 582,683 -12,142 
Total liabilities 635,520 616,685 -21,840 
Assets 
Cash and accounts receivable 15,803 O09, -12,576 
Foreign exchange accounts 28,968 Ps O'S 825 
Loans, investments and advances (net of allowances) 14,036 13,608 -428 
Total assets 58,817 46,638 Dela e, 
Accumulated deficit (net public debt) 579,708 570,047 -9,661 
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Highlights of financial results for December 1998 


Budgetary surplus up slightly 
in December 1998 


The budgetary surplus was $2.0 billion in 
December 1998, up $66 million from that recorded 
in December 1997. As mentioned in last month’s 
Fiscal Monitor, a surplus was expected in December. 
Over the course of the fiscal year, budgetary 
revenues are usually their highest in the final month 
of each quarter, in large part reflecting remittances 
from quarterly personal income tax filers. 


Budgetary revenues in December 1998 were 
virtually unchanged from December 1997, as 
increases in employment insurance premium 
revenues and goods and services tax (GST) 
revenues were offset by declines in the other major 
components. The year-over-year increase in 
employment insurance premium revenues was 
attributable to a transfer of funds to personal 
income tax revenues in December 1997, relating to 
taxation year 1996, which reduced employment 
insurance premium revenues in that month. 
Conversely, this transfer accounts for the decline in 
personal income tax revenues. Corporate income 
tax revenues were lower, attributable to final taxes 
payable for those corporations with taxation years 
ending in October. 


Program spending was 1.0 per cent lower in 
December 1998 than in December 1997, as lower 
subsidies and other transfers more than offset 
increases in the other major components. Public 

_ debt charges were up 2.0 per cent, as the impact of 
a higher average effective interest rate more than 
offset the decline in interest-bearing debt. 
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Year-to-date: budgetary surplus 
of $11.7 billion 


Over the first nine months (April to December) of 
the 1998-99 fiscal year, the budgetary surplus was 
estimated at $11.7 billion, up $1.5 billion from the 
surplus of $10.2 billion reported in the first nine 
months of 1997-98. However, this improvement was 
largely due to higher personal income tax collections 
in May 1998, primarily relating to taxes owing with 
respect to earnings in the 1997 taxation year. There 
has been no net improvement in the fiscal balance 
over the other eight months of 1998-99. 


Monthly deficits are expected through the final 
quarter of 1998-99. Revenues are typically 
depressed in January, due to the payment of the 
GST low-income credit and refunds. Corporate 
income tax revenues are expected to be 
significantly lower in the February/March 1999 
settlement period (down $1.0 billion), reflecting 
the decline in corporate profits in 1998 (see below 
for more details). Data revisions for 1998-99 and 
prior years have resulted in large upward 
adjustments to Equalization transfers, of which 
$1.7 billion will be paid before the end of the fiscal 
year. Finally, timing of revenues and spending at 
year end also serve to reduce the budgetary 
balance. These factors are expected to reduce the 
surplus to date by $3.2 billion. 


In addition to these factors, there have been a 
number of policy decisions made since the 
February 1998 budget, including those in 

the 1999 budget, which will reduce the surplus 


by an additional $5.5 billion. As a result, 


VAS lice 9 eX 


The Fiscal Monitor 


Table 1 
Summary statement of transactions 


December April to December 
1997 1998 1997-98 1998-99 
(millions of dollars) 

Budgetary transactions 
Revenues 14,769 14,811 112,892 116,178 
Program spending -9,282 -9,189 =f2eit -73,399 
Operating surplus 5,487 5.622 40,777 42,779 
Public debt charges -3,493 -3,562 -30,605 -31,058 
Budgetary balance (deficit/surplus) 1,994 2,060 10172 Lit 
Non-budgetary transactions -969 -2,296 -3,407 -4,650 
Financial requirements/surplus (excluding 1025 -236 6,765 LOT 

foreign exchange transactions) 

Foreign exchange transactions 2,388 4,219 7,990 3,394 
Net financial balance 3,413 3,983 14,755 10,465 
Net change in borrowings -1,348 3,446 -12,855 -11,623 
Net change in cash balances 2,065 7,429 1,900 -1,158 


Note: Positive numbers indicate net source of funds. Negative numbers indicate net requirement for funds. 


a balanced budget, or better, is expected for 

1998-99. To the extent that the Contingency 
Reserve is not needed, it will be used to pay 
down the public debt. For more information, 
see Chapter 3 of The Budget Plan 1999. 


Over the first nine months of 1998-99, budgetary 
revenues were up $3.3 billion (2.9 per cent), 
program spending was up $1.3 billion 

(1.8 per cent), while public debt charges were 
$0.5 billion (1.5 per cent) higher, compared to 
the first nine months of 1997-98. 


Within budgetary revenues: 


* Personal income tax collections were up 
$2.0 billion, or 3.7 per cent. This increase was 
due to continued increases in receipts from 
monthly deductions from employment income, 
reflecting the increases in the number of people 
employed, as well as higher taxes paid on filing, 
relating to the strong income growth in the 
1997 taxation year. The overall growth in 


personal income tax collections has been 
dampened by a number of factors, including a 
strong increase in refunds (up $1.2 billion) and 
a net transfer of $0.7 billion to employment 
insurance premium revenues. Both of these 
factors relate to the 1997 taxation year. In 
addition, payments under the Canada Child Tax 
Benefit, which are netted from personal income 
tax revenues, are up $0.2 billion, reflecting the 
additional funding announced in the 1996 and 
1997 budgets. 


Corporate income tax revenues were up 

$0.5 billion, or 3.4 per cent, despite the fact 

that corporate profits were lower in the first 

three quarters of 1998 than in the same period 

in 1997. This discrepancy is primarily due to 

the monthly tax remittance procedures for 
corporations. Corporations are required to file 
monthly instalments based on either their last 
year’s actual tax liability or their current year’s | 
estimated tax liability. Corporations have 

60 days after their year end to make settlement 
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Table 2 
Budgetary revenues 


December April to December Percent 
1997 1998 1997-98 1998-99 change 
(millions of dollars) (%) 
Income taxes 

Personal income tax S351 8,185 me ae be 57,544 Say 
Corporate income tax 2,058 1,662 13,136 13,588 3.4 
Other income tax revenue 23 165 1,607 y24 7.1 
Total income tax 10,412 10,012 70,260 72,853 Spy! 
Employment insurance premium revenues 670 1059 13,866 13,993 09 

Excise taxes and duties 
Goods and services tax 1,661 1,993 15,942 16,348 ie 
Customs import duties 212 166 2 O72 1,818 -12.3 
Sales and excise taxes 709 595 6,655 6,420 -3.5 
Total excise taxes and duties 2,302 2,14 24,269 24,586 L38 
Total tax revenues 13,664 13,821 108,395 111,432 2.6 
Non-tax revenues 1,105 990 4,497 4,746 BES) 
Total budgetary revenues 14,769 14,811 112,892 116,178 7 age] 


payments for any amounts owing. This results in 
a substantial amount of corporate income tax 
collections being received in the months of 
February and March, ranging from 25 per cent 
to 40 per cent of total collections for the year 

as a whole. Monthly instalments for 1997 were 
largely based on 1996 tax liabilities. However, 
tax liabilities for 1997 were substantially higher 
than in 1996, which led to collections in the 
settlement period (February and March 1998) 
rising up nearly 30 per cent over the 1996 
settlement period. Since instalment payments for 
1997 understated the actual tax liability for the 
year as a whole, instalments for 1998 were 
increased to reflect the actual 1997 tax liabilities, 
thereby accounting for the current strength in 
corporate income tax collections. However, with 
corporate profits down in 1998, settlement 
payments in February/March 1999 are expected 
to be lower than those recorded in 
February/March 1998. In fact, corporate tax 
collections declined in December, as companies 
with their taxation year ending in October filed 
their 1998 returns. 


Employment insurance premium revenues were 
up $0.1 billion, or 0.9 per cent. This increase 
was attributable to net transfers from personal 
income tax revenues and an increase in the 
number of people employed. In December 1997, 
there was a transfer to personal income tax 
revenues, reflecting over-payments with respect 
to the 1996 taxation year, whereas in 

October 1998, there was a transfer from personal 
income tax revenues, due to under-payments 
with respect to 1997 taxation year. Dampening 
the impact of these factors was the decline in 
premium rates. The employee premium rate 

(per $100 of insurable earnings) was reduced 
from $2.90 for 1997 to $2.70 for 1998 (with a 
corresponding decline in the employer rate). 
With an announced employee rate of $2.55 for 
1999, premium revenues will be lower 

in 1998-99 than in 1997-98. 
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Table 3 
Budgetary expenditures 
December April to December Percent 
1997 1998 1997-98 1998-99 change 
(millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,863 1,923 LOSS 17,008 2.6 
Employment insurance benefits 1,024 1,047 8,047 8,101 Caz 
Total 2,887 2,970 24,622 25,109 20 
Other levels of government 
Canada Health and Social Transfer 1,042 1,042 9,375 9,379 0.0 
Fiscal transfers 778 828 6,949 7,184 3.4 
Alternative Payments for Standing Programs -180 -187 -1,603 -1,681 4.9 
Total 1,640 1,683 14,721 14,878 Re 
Direct program spending 
Subsidies and other transfers 
Agriculture oe 73 407 474 16.5 
Foreign Affairs 192 203 1,114 987 -11.4 
Health 96 69 608 720 18.4 
Human Resources Development 2 288 1,005 1,380 Biflcs 
Indian and Northern Development 299 285 2,941 3,007 2 
Industry and Regional Development 228 WE 1,093 VO55 -3.5 
Veterans Affairs 108 114 1,024 1,024 0.0 
Other 458 58 2,030 1,651 -18.7 
Total 1538 1,269 10222 10,298 O07 
Payments to Crown corporations 
Canadian Broadcasting Corporation 18 174 672 9 Ds 
Canada Mortgage and Housing Corporation 225 165 1,303 1,310 0.5 
Other 108 83 830 733 117 
Total 408 422 2,805 2,802 -0.1 
Operating and capital expenditures 
Defence 942 979 6,855 6.955 -4.4 
All other departmental expenditures 1,867 1,866 12,890 135759 6.7 
Total 2,809 2,845 19,745 20,512 2.9 
Total direct program spending 4,755 4,536 B22 33,412 2.0 
Total program expenditures 9,282 9,189 Hy iPIR i ea, 73,399 1.8 
Public debt charges 3,493 3,062 30,605 31,058 la 
Total budgetary expenditures (2.779 12751 102,720 104,457 1d 
Memorandum item: 
Total transfers. 6,065 5,922 49,565 50,285 13 
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Table 4 
The budgetary balance and financial requirements/surplus 
December April to December 
1997 1998 1997-98 1998-99 
(millions of dollars) 
Budgetary balance (deficit/surplus) 1,994 2,060 10,172 aly. 
Loans, investments and advances 
Crown corporations 460 204 640 1,095 
Other is iia! -48 -452 
Total 25) 215 592 643 
Specified purpose accounts 
Canada Pension Plan Account -502 -409 -203 -60 
Superannuation accounts Jah 427 2,056 AS, 
Other -37 -37 -243 8 
Total -162 -19 1,610 2,907 
Other transactions -1,342 -2,492 -5,609 -8,200 
Total non-budgetary transactions -969 -2,296 -3,407 -4,650 
Financial requirements/surplus 
(excluding foreign exchange transactions) 1025 -236 6,765 LOT 
Foreign exchange transactions 2,388 4,219 7,990 3,394 
Net financial balance 3,413 3,983 145755 10,465 
Table 5 
Net financial balance and net borrowings 
December April to December 
1997 1998 1997-98 1998-99 
(millions of dollars) 
Net financial balance 3,413 3,983 14,755 10,465 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds 6.313 4,141 16,888 3972 
Canada Savings Bonds -248 48 -2,205 -2,149 
Treasury bills -7,600 900 -26,600 -25,200 
Other -| 159 1,281 
Subtotal -1,536 5,089 -11,758 -20,096 
Less: Government's holding of unmatured debt -24 -630 -52 -479 
Total -1,560 4,459 -11,810 -20,575 
Payable in foreign currencies 
Marketable bonds 109 -126 9,226 
Notes and loans 0 0 0 0 
Canada bills 1b -885 -566 801 
Canada notes -14 -128 -353 -1,075 
Total 212 -1,013 -1,045 8,952 
Net change in borrowings -1,348 3,446 -12,855 -11,623 


Change in cash balance 2,065 1,429 1,900 =1,158 
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« Net GST revenues were up $0.8 billion, or 
5.2 per cent, in line with the growth in consumer 
demand. Customs import duties were down 
$0.3 billion, or 12.3 per cent, as the growth in 
imports was more than offset by the impact of 
tariff reductions. Other excise taxes and duties 
were down $0.2 billion, or 3.5 per cent, largely 
due to the reduction in the Air Transportation 
Tax, effective January 1, 1998, and its 
elimination effective November 1, 1998. 


¢ Non-tax revenues, consisting of the return on 
investments and other non-tax revenues, such as 
fees and proceeds from sales, among others, 
were up $0.2 billion or 5.5 per cent. 


Within program spending: 
« Major transfers to persons were up $0.5 billion, 


primarily due to higher elderly benefit payments. 


Employment insurance benefit payments were 
up slightly. 


¢ Major transfers to other levels of government 
were up $0.2 billion, as higher fiscal transfers 
were largely offset by higher recoveries under 
Alternative Payments for Standing Programs. 
Cash entitlements under the Canada Health and 
Social Transfer (CHST) were unchanged as 
current legislation prevents the fiscal year cash 
entitlement for the period 1997-98 to 2002-03 
from falling below $12.5 billion. However, 
total CHST entitlements consist of both cash 
entitlements and tax point transfers. With this 
cash entitlement floor and a rising value in 
the tax point transfers, total entitlements under 
the CHST are increasing. 


¢ Direct program spending, consisting of total 
program spending less the major transfers to 
persons and other levels of government, was up 
$0.6 billion, or 2.0 per cent. This component 
includes subsidy and other transfer payments, 
payments to Crown corporations, and the 
operating and capital costs of government, 
including defence. Subsidies and other transfers 
were up $0.1 billion. Most of this increase was 


due to the initiatives announced in the 

February 1998 budget under the Canadian 
Opportunities Strategy and increased 
aboriginal-related transfers. Payments to 

Crown corporations were largely unchanged, 
while operating and capital expenditures were up 
229 Percent 


¢ Public debt charges were up $0.5 billion, or 
1.5 per cent, as a decline in the overall stock of 
interest-bearing debt was offset by an increase in 
the average effective interest rate on that debt. 


Year-to-date: financial surplus 
of $7.1 billion (excluding foreign 
exchange transactions) 


The budgetary balance is presented on a modified 
accrual basis of accounting, recording government 
liabilities when they are incurred, regardless of 
when the cash payment is made. In addition, the 
budgetary balance includes only those activities 
over which the government has legislative control. 


In contrast, financial requirements/surplus measure 
the difference between cash coming in to the 
government and cash going out. Financial 
requirements/surplus differ from the budgetary 
balance, as the former includes transactions in 
loans, investments, and advances, federal 
employees’ pension accounts, other specified 
purpose accounts, and changes in other financial 
assets and liabilities. These activities are included 
as part of non-budgetary transactions. The 
conversion from accrual to cash 1s also reflected 
in non-budgetary transactions. | 


Non-budgetary transactions resulted in a net 
requirement of $4.6 billion in the April to 
December 1998 period, up $1.2 billion from the net 
requirement recorded in the same period in 1997. 
As a result, there was a financial surplus (excluding 
foreign exchange transactions) of $7.1 billion in the 
first nine months of 1998-99, up $0.3 billion from 
the same period in 1997-98. | 
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Table 6 
Condensed statement of assets and liabilities 
March 31 1998 December 31 1998 Change 
(millions of dollars) 
Liabilities 
Accounts payable, accruals and allowances 
Accounts payable and accrued liabilities 22,364 12,747 -9,617 
Interest and matured debt 10,419 8,672 -1,747 
Allowances 10,917 10,917 0 
Total accounts payable, accruals and allowances 43,700 32,336 -11,364 
Interest-bearing debt 
Pension and other accounts 
Public sector pensions Lies 120,416 2,959 
Canada Pension Plan (net of securities) 4,205 4,146 -59 
Other pension and other accounts Dole 5,880 8 
Total pension and other accounts 127,534 130,442 2,908 
Unmatured debt 
Payable in Canadian dollars 
Marketable bonds 294,583 300,055 5,472 
Treasury bills 112,300 87,100 -25,200 
Canada Savings Bonds 29,769 27,641 -2,128 
Other 3,456 A737 1,281 
Subtotal 440,108 419,533 -20,575 
Payable in foreign currencies 27,183 36,136 S393 
Total unmatured debt 467,291 455,669 -11,622 
Total interest-bearing debt 594,825 586,111 -8,714 
Total liabilities 638,525 618,447 -20,078 
Assets 
Cash and accounts receivable 15;815 11,493 -4,320 
Foreign exchange accounts 28,968 25,574 -3,394 
Loans, investments and advances (net of allowances) 14,036 13,393 -643 
Total assets 58,817 50,460 -8,357 
Accumulated deficit (net public debt) 579,708 SOT 98i -11,721 


Year-to-date: net financial balance 
of $10.5 billion/net borrowings 
down $11.6 billion 


Foreign exchange transactions represent all 
transactions in international reserves held in the 
Exchange Fund Account. The purpose of the 
Exchange Fund Account is to promote order and 
stability in the foreign exchange market. It fulfills 


_ this function by buying foreign exchange (selling 
_ Canadian dollars) when there is upward pressure on 
_ the value of the Canadian dollar and selling foreign 


exchange (buying Canadian dollars) when there is 


_ downward pressure. The buying of Canadian 


dollars represents a source of funds from exchange 
fund transactions, while the selling of Canadian 
dollars represents a requirement. Changes in 
foreign currency liabilities, which are undertaken 
to change the level of Canada’s foreign 

exchange reserves, also impact on foreign 
exchange transactions. 


Taking all of these factors into account, in the 
first nine months of 1998-99, there was a net 
source of funds of $3.4 billion from foreign 
exchange transactions, compared to a net source 
of $8.0 billion in the first nine months of 1997-98. 
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Table 7 
Debt Servicing and Reduction Account (DSRA) 
1991-92 1992-93 1993-94 1994-95 1995-96 1996-97 1997-98 
(millions of dollars) 
Gross GST collected 29,564 _ 30,516. 32,652 ~36,715 38,043) 40,7335 46.760 
aati and rebates 12,134 13,145-° 14271" " 17112) 18,874" 19182) 24 6353 
Quarterly low-income credit 2,202 2,503 2,685 2,816 2,799 Dobe 2,892 
Net GST 15,168 14,868 15,696 16,787" 16,375) 18,079) 19-461 
GST penalties and interest received 19 ql 90 129 135 159 
Gains from wind-up of interest in Crown 
corporations/disposal of shares 2 110 325 
Gifts to Crown 0.4 0.1 0.2 0.5 0.3 0.3 0.176 
Proceeds to DSRA 15,190 15,050 15,786. 16,916) 16.8350 9S 23 5a ooo 


Source: Public Accounts of Canada 


With a budgetary surplus of $11.7 billion, a net 
requirement of $4.6 billion from non-budgetary 
transactions, and a net source of funds of 

$3.4 billion from foreign exchange transactions, 
the net financial balance recorded a surplus of 
$10.5 billion over the April to December 1998 
period, compared to a surplus of $14.8 billion 
in April to December 1997. 


With this net financial balance, coupled with 
a reduction in cash balances of $1.2 billion, 
the government retired $11.6 billion of market 
debt in the first nine months of 1998-99. Cash 
balances at the end of December 1998 were 
$9.2 billion. 


Debt Servicing and Reduction Account 


In June 1991, legislation to establish the Debt 


Servicing and Reduction Account received Royal 
Assent. Effective April 1, 1991, all GST revenues 
net of the applicable input tax credits, rebates, and 
low-income credit, along with net proceeds from 


the sale of Crown corporations and gifts to the 


Crown identified for debt reduction, must, by law, 


go directly to the Debt Servicing and Reduction 
Account. The funds in this Account can only be 


used to pay the cost of servicing the public debt and 
ultimately to retire debt. The Account is audited on 
an annual basis by the Auditor General of Canada. 


In his “Observations” on the 1996-97 financial 
statements and in his appearance before the 
House of Commons Standing Committee on 


Finance, the Auditor General questioned the need 


for this Account, given the fundamental concept 
of the Consolidated Revenue Fund. The 
government has asked the Committee to review 
this issue and advise the government. 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
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Budgetary deficit of $1.3 billion 
in January 1999 


A budgetary deficit of $1.3 billion was 
recorded in January 1999, up $0.4 billion 
from the deficit of $0.9 billion recorded in 
January 1998. As indicated in last month’s 
Fiscal Monitor, a deficit was expected in 
January 1999, given the flow of revenues. 


Budgetary revenues were up $0.1 billion, 

or 0.7 per cent, in January 1999 ona 
year-over-year basis as higher personal income 
tax revenues, reflecting the strong growth 

in employment at the end of 1998, more 

than offset declines in corporate income tax 
revenues, goods and services tax (GST) 
revenues and non-tax revenues. 


On a year-over-year basis, program spending 
was up $0.4 billion, or 4.9 per cent. This 
increase was primarily attributable to the 
initiatives announced in the February 1998 
budget under the Canadian Opportunities 
Strategy, retroactive wage adjustments 
following the signing of a number of collective 
agreements and the timing of payments to 
Crown corporations. 


Public debt charges were marginally higher, 
as a slight increase in the average effective 
interest rate offset a decline in interest- 
bearing debt. 
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Year-to-date: budgetary surplus 
of $10.4 billion 


Over the first ten months (April to January) of 
the 1998-99 fiscal year, the budgetary surplus 
was estimated at $10.4 billion, up $1.2 billion 
from the surplus of $9.2 billion recorded in 
the same period of 1997-98, but down from 
the surplus of $11.7 billion to the end of 
December 1998. The year-over-year 
improvement was largely due to higher 
personal income tax collections in May 1998, 
primarily relating to taxes owing with respect 
to earnings in the 1997 taxation year. There 
has been no net improvement in the fiscal 
balance over the other nine months of 1998-99. 


Economic developments over the balance of 
the current fiscal year are expected to lower 
the surplus to date by about $2 billion, 
primarily reflecting further declines in 
corporate income tax revenues and higher 
Equalization transfers. The 1999 budget 
announced initiatives totalling $4.2 billion 
which will be charged to 1998-99. In addition, 
the full cost of policy initiatives announced 
prior to the 1999 budget has yet to be reflected 
in the year-to-date results. 


Taking all of these factors into consideration, 
a balanced budget, including the Contingency 
Reserve of $3 billion, is expected for 1998-99. 
To the extent that the Contingency Reserve is 
not required, it will be used to pay down debt. 
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Table | 
Summary statement of transactions 
January April to January 
1998 ee: 1997-98 1998-99 
(millions of dollars) 
Budgetary transactions 
Revenues 11,750 11,834 124,642 128,012 
Program spending -9,152 -9,599 -81,267 -82,997 
Operating surplus 2,598 PRI 8 ASD 45,015 
Public debt charges -3,521 3,951) -34,126 -34,595 
Budgetary balance (deficit/surplus) -923 -1,302 9,249 10,420 
Non-budgetary transactions Dea ps) 2,447 -882 -2,204 
Financial requirements/surplus (excluding 1,606 1,145 8,367 8,216 
foreign exchange transactions) 
Foreign exchange transactions -2,018 -3,841 D972 -446 
Net financial balance -412 -2,696 14,339 7,770 
Net change in borrowings -1,658 -4,753 -14,513 -16,377 
Net change in cash balances -2,072 -7,449 -174 -8,607 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 


Over the April 1998 to January 1999 period, 
budgetary revenues were up $3.4 billion 
(2.7 per cent), program spending was up 
$1.7 billion (2.1 per cent), while public debt 


charges were $0.5 billion (1.4 per cent) higher, 


compared to the same period in 1997-98. 


Within budgetary revenues: 


¢ Personal income tax collections were up 
$2.5 billion, or 4.2 per cent. This was 
attributable to continued increases in 
receipts from monthly deductions from 


employment income, due to increases in the 


number of people employed, as well as 
higher taxes paid on filing, reflecting 
the strong income growth in the 1997 


taxation year. The overall growth in personal 


income tax collections has been dampened 
by a number of factors, including a strong 
increase in refunds (up $1.2 billion) and a 
net transfer of $0.7 billion to employment 
insurance premium revenues. In addition, 


payments under the Canada Child Tax 
Benefit, which are netted from personal 
income tax revenues, are up $0.3 billion, 
reflecting the additional funding announced 
in the 1996 and 1997 budgets. 


Corporate income tax revenues were up 
$0.3 billion, or 1.9 per cent. Although 
revenues were up strongly in the first eight 
months of this fiscal year, year-over-year 
declines have been reported in each of 

the last two months. Lower revenues are 
expected over the balance of the fiscal year, 
reflecting the decline in corporate profits 

in 1998. Corporations are required to file 
monthly instalments based on either their 
last year’s actual tax liability or their current 
year’s estimated tax liability. Corporations 
have 60 days after their year end to make 
settlement payments for any amounts owing. 
This results in a substantial proportion 

of corporate income tax collections being 


| 
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Table 2 
Budgetary revenues 
January April to January Per cent 
1998 1999 1997-98 1998-99 change 
(millions of dollars) (%) 
Income taxes 
Personal income tax D2 6,066 61,069 63,610 AD 
Corporate income tax 1,759 1,594 14,895 15,181 1.9 
Other income tax revenue 409 569 2,017 2,290 135 
Total income tax 7,720 8,229 77,981 81,081 4.0 
Employment insurance premium revenues 1,433 1,457 15,298 15,450 1.0 
Excise taxes and duties 
Goods and services tax 1,202 L022 16,744 17,370 aa), 
Customs import duties 177 180 2,249 1,998 11.2 
Sales and excise taxes 700 746 7,354 7,166 -2.6 
Total excise taxes and duties 2,079 1,948 26,347 26,534 Oo? 
Total tax revenues 1232 11,634 119,626 123,065 2.9 
Non-tax revenues 518 200 5,016 4,947 -1.4 
Total budgetary revenues 11,750 11,834 124,642 128,012 Pag | 


received in the months of February and 
March, ranging from 25 to 40 per cent of 

_ total collections for the year as a whole. 
Monthly instalments for 1997 were largely 
based on 1996 tax liabilities. However, 

tax liabilities for 1997 were substantially 
higher than in 1996, which led to collections 
in the settlement period (February/ 

March 1998) rising nearly 30 per cent over 
the 1997 settlement period. As a result, 
instalment payments for 1997 understated 
the actual tax liability for the year as a 
whole. Consequently, instalments to the end 
of November 1998 were increased to reflect 
1997 tax liabilities, thereby accounting for 
the current strength in corporate income tax 
collections. With the decline in corporate 
profits in 1998, settlement payments in 
February/March 1999 are expected to be 
lower than those recorded in 
February/March 1998. 


Employment insurance premium revenues 
were up $0.2 billion, or 1.0 per cent. This 
increase was attributable to net transfers 
from personal income tax revenues and an 
increase in the number of people employed. 
In December 1997, there was a transfer to 
personal income tax revenues, reflecting 
over-payments with respect to the 1996 
taxation year, whereas in October 1998, 
there was a transfer from personal income 
tax revenues, due to under-payments with 
respect to the 1997 taxation year. 
Dampening the impact of these factors was 
the decline in premium rates. The employee 
premium rate (per $100 of insurable 
earnings) was reduced from $2.90 for 1997 
to $2.70 for 1998 (with a corresponding 
decline in the employer rate). For 1999, the 
employee rate has been reduced to $2.55. 
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¢ Net GST revenues were up $0.6 billion, entitlements and tax point transfers. With 
or 3.7 per cent. Monthly revenues to date this cash entitlement floor and a rising value 
continue to be extremely volatile, primarily in the tax point transfers, total entitlements 
due to the timing of refunds. Although gross under the CHST are increasing. 
collections have increased in line with 
the growth in consumer demand, larger Direct program spending, consisting of total 
increases in refunds and rebates have program spending less the major transfers 
depressed the growth in net revenues. to persons and other levels of government, 
was up $1.0 billion, or 2.7 per cent. This 
¢ Customs import duties were down component includes subsidy and other 
$0.3 billion, or 11.2 per cent, as the growth transfer payments, payments to Crown 
in imports was more than offset by corporations, and the operating and capital 
the impact of tariff reductions. Other excise costs of government, including defence. 
taxes and duties were down $0.2 billion, or Subsidies and other transfers were up 
2.6 per cent, largely due to the reduction $0.2 billion. This increase was due to the 
in the Air Transportation Tax, effective initiatives announced in the February 1998 
January 1, 1998, and its elimination budget under the Canadian Opportunities 
effective November 1, 1998. Strategy, offset in part by the termination of 
subsidies to NAV CANADA, resulting from 
* Non-tax revenues, consisting of the return the elimination of the Air Transportation 
on investments and other non-tax revenues, Tax. Payments to Crown corporations were 
such as fees and proceeds from sales, were up $0.1 billion. Operating and capital 
down $0.1 billion, or 1.4 per cent. expenditures, including defence, were 


coe up $0.7 billion, or 3.3 per cent. 
Within program spending: 


¢ Major transfers to persons were up Public debt charges were up $0.5 billion, or 
$0.5 billion, primarily due to higher elderly 1.4 per cent, as a decline in the overall stock 
benefit payments. Employment insurance of interest-bearing debt was offset by an 
benefit payments were up slightly. increase in the average effective interest 


rate on that debt. 

¢ Major transfers to other levels of 
government were up $0.2 billion, as higher Year-to-date: financial surplus 
fiscal transfers were partially offset by of $8.2 billion (excluding foreign 
higher recoveries under Alternative exchange transactions) 
Payments for Standing Programs. Cash 
entitlements under the Canada Health and 
Social Transfer (CHST) were unchanged as 


The budgetary balance is presented on a 
modified accrual basis of accounting, 

ante recording government liabilities when they are 
current legislation prevents the fiscal year incurred, regardless of when the cash payment 
cash entitlement from falling below is made. In addition, the budgetary balance 
$12.5 billion. However, total CHST includes only those activities over which the 
entitlements consist of both cash government has legislative control. 
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Table 3 
Budgetary expenditures 
January April to January Per cent 
1998 1999 1997-98 1998-99 change 
(millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,863 1,897 18,437 18,904 ZS 
Employment insurance benefits 1,178 L162 9,225 9,263 0.4 
Total 3,041 3,059 27,662 28,167 1.8 
Other levels of government 
Canada Health and Social Transfer 1,042 1,042 10,416 10,417 0.0 
Fiscal transfers 810 862 (RI, 8,045 3.7 
Alternative Payments for Standing Programs -180 -187 -1,784 -1,867 4.7 
Total 1,672 ET, 16,391 16,595 2 
Direct program spending 
Subsidies and other transfers 
Agriculture 136 46 543 520 -4.2 
Foreign Affairs 205 280 1,319 1,267 -3.9 
Health 52 87 660 808 22.4 
Human Resources Development 124 305 15129 1,685 49.2 
Indian and Northern Development Daye 160 3,174 3,167 -0.2 
Industry and Regional development 88 bs 1,181 1,168 -1.1 
Veterans Affairs 116 116 1,139 1,140 0.1 
Other 278 218 Zh 1,869 -19.0 
Total 1232 io25 11,452 11,624 eS 
Payments to Crown corporations 
Canadian Broadcasting Corporation 74 65 746 824 10.5 
Canada Mortgage and Housing Corporation 100 180 1,403 1,490 6.2 
Other 73 108 903 841 -6.9 
Total 247 Sy: S052 Sila) 3.4 
Operating and capital expenditures 
Defence 955 932 7,811 7,484 9) 
All other departmental expenditures 2,005 Depa he) 14,899 15,972 ee 
Total 2,960 3,145 Pret NW 23,456 S35 
Total direct program spending 4,439 4,823 37,214 38,239 
Total program expenditures D5 97599 81,267 82,997 
Public debt charges S21 Seen 34,126 34,595 1.4 
Total budgetary expenditures 12673 135136 1157595 Lio Eo 
Memorandum item: 
Total transfers 5,945 6,101 59,505 56,386 1.6 
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Table 4 


The budgetary balance and financial requirements/surplus 


January April to January 
1998 1999 1997-98 1998-99 
(millions of dollars) 
Budgetary balance (deficit/surplus) -923 -1,302 9,249 10,420 
Loans, investments and advances 
Crown corporations 239 150 879 1,245 
Other 121 WA 72 -382 
Total 360 224 O54 863 
Specified purpose accounts 
Canada Pension Plan Account -184 744 -387 684 
Superannuation accounts 354 360 2,410 eyo) 
Other 28 -5 -217 3 
Total 198 1,099 1,806 4,006 
Other transactions OTA js 4 -3,639 -7,073 
Total non-budgetary transactions 229 2,447 -882 -2,204 
Financial requirements/surplus 
(excluding foreign exchange transactions) 1,606 1,145 8,367 8,216 
Foreign exchange transactions -2,018 -3,841 5,972, -446 
Net financial balance -412 -2,696 14,339 Tao 
Table 5 
Net financial balance and net borrowings 
January April to January 
1998 1999 1997-98 1998-99 
(millions of dollars) 
Net financial balance -412 -2,696 14,339 7,77¢ 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds 16,888 5,972 
Canada Savings Bonds -364 526 -2,569 -1,623 
Treasury bills -1,400 -3,300 -28,000 -28,500 
Other -894 159 387 
Subtotal -1,764 -3,668 -13,522 -23,764 
Less: Government’s holding of unmatured debt 101 48 50 -432 
Total -1,663 -3,620 -13,472 -24,196 
Payable in foreign currencies 
Marketable bonds 455 2126 9,681 
Notes and loans 0 0 0) 0 
Canada bills 5 -1,588 -562 -787 
Canada notes 1353 -1.07@ 
Total 5 1,133 -1,041 7,819 
Net change in borrowings -1,658 -4,753 -14,513 -16,377 
Change in cash balance 2070 -7,449 -174 -8 607 
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Table 6 
Condensed statement of assets and liabilities 


March 31, 1998 January 31, 1999 Change 


Liabilities 
Accounts payable, accruals and allowances 
Accounts payable and accrued liabilities 
Interest and matured debt 
Allowances 


Total accounts payable, accruals and allowances 
Interest-bearing debt 
Pension and other accounts 
Public sector pensions 
Canada Pension Plan (net of securities) 
Other pension and other accounts 
Total pension and other accounts 


Unmatured debt 

Payable in Canadian dollars 
Marketable bonds 
Treasury bills 
Canada Savings Bonds 
Other 
Subtotal 

Payable in foreign currencies 


Total unmatured debt 
Total interest-bearing debt 
Total liabilities 


Assets 
Cash and accounts receivable 
Foreign exchange accounts 
Loans, investments and advances (net of allowances) 
Total assets 


- Accumulated deficit (net public debt) 


(millions of dollars) 


22,364 11,834 -10,530 
10,419 9,610 -809 
10,917 10,917 0 
43,700 32,361 -11,339 

117,457 120,775 3,318 
4,205 4,890 685 
S872 5,875 3 

127,534 131,540 4,006 

294,583 300,055 5,472 

112,300 83,800 -28,500 

29,769 28,215 1,554 
3,456 3,843 387 
440,108 415,913 -24,195 
27,183 35,003 7,820 

467,291 450,916 -16,375 

594,825 582,456 -12,369 

638,525 614,817 -23,708 

15,813 2,942 i871 
28,968 29,414 446 
14,036 13,173 -863 
58,817 45,529 -13,288 
579,708 569,288 -10,420 


_In contrast, financial requirements/surplus 
| measure the difference between cash coming 
in to the government and cash going out. 
Financial requirements/surplus differ from 
‘the budgetary balance as the former includes 
' transactions in loans, investments, and 
advances, federal employees’ pension 
accounts, other specified purpose accounts, 
and changes in other financial assets and 
liabilities. These activities are included as part 
_of non-budgetary transactions. The conversion 
from accrual to cash is also reflected in non- 
‘budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $2.2 billion in the April 1998 
to January 1999 period, up $1.3 billion from 
the net requirement in the same period of 
1997-98. As a result, there was a financial 
surplus (excluding foreign exchange 
transactions) of $8.2 billion in the April 1998 
to January 1999 period, down slightly from 
the $8.4 billion recorded in the same 

period of 1997-98. 
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Year-to-date: net financial balance 
of $7.8 billion/net borrowings 
down $16.4 billion 


Foreign exchange transactions represent all 
transactions in international reserves held in 
the Exchange Fund Account. The purpose of 
the Exchange Fund Account is to promote 
order and stability in the foreign exchange 
market. It fulfills this function by buying 
foreign exchange (selling Canadian dollars) 
when there is upward pressure on the value 
of the Canadian dollar and selling foreign 
exchange (buying Canadian dollars) when 
there is downward pressure. The buying of 
Canadian dollars represents a source of funds 
from exchange fund transactions, while the 
selling of Canadian dollars represents a 
requirement. Changes in foreign currency 
liabilities, which are undertaken to change the 
level of Canada’s foreign exchange reserves, 
also impact on foreign exchange transactions. 


Taking all of these factors into account, in 

the April 1998 to January 1999 period, there 
was a net requirement of funds of $0.4 billion 
from foreign exchange transactions, compared 
to a net source of $6.0 billion in the same 
period of 1997-98. With a budgetary surplus of 
$10.4 billion, a net requirement of $2.2 billion 
from non-budgetary transactions and a net 
requirement of $0.4 billion from foreign 
exchange transactions, the net financial 
balance recorded a surplus of $7.8 billion over 
the April 1998 to January 1999 period, 
compared to a surplus of $14.3 billion in 

the same period of 1997-98. 


With this net financial balance, coupled with 
a reduction in cash balances of $8.6 billion, 
the government retired $16.4 billion of market 
debt in the April 1998 to January 1999 period. 
Cash balances at the end of January 1999 
were $1.8 billion. 
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Budgetary surplus of $0.3 billion 
in February 1999 


There was a budgetary surplus of $0.3 billion 
in February 1999, down nearly $2 billion 
from the surplus of $2.3 billion reported in 
February 1998. This year-over-year decline in 
the surplus was attributable to lower corporate 
income tax revenues and higher liabilities 
related to transfers to provinces under the 
Equalization program. 


On a year-over-year basis, budgetary revenues 
declined $0.7 billion, primarily reflecting lower 
corporate income tax revenues. Corporations are 
required to make final settlement payments 
within 60 days of the end of their taxation year. 
Most large corporations’ taxation year ends in 
December, which means that final settlements 
with respect to the taxation year just ended are 
received by Revenue Canada in late February 
and early March. With the decline in corporate 
profits in 1998, final settkement payments are 
correspondingly lower. Although personal 
income tax revenues were also lower, part of 
this decline was attributable to a transfer of 
funds to employment insurance premium 
revenues, relating to underpayments with respect 
to 1998. Gross personal income tax revenues 
include withholdings for employment insurance 
premiums, among others. Allocation to the 
various revenue components is based on 
estimates, with adjustments, as required, 

when new information becomes available. 


This transfer more than explains the increase 
in employment insurance premium revenues. 
Goods and services tax (GST) revenues were 
up strongly, but this was largely attributable 
to the impact of slower processing of refunds 
in February 1999 due to labour disruptions. 


Program spending was up $1.3 billion from 
February 1998, attributable to higher liabilities 
relating to Equalization entitlements to the 
provinces, both for 1998-99 and prior years. 
As noted in the 1999 budget, the higher 
entitlements resulted from data revisions based 
on recently received tax data. Direct program 
spending was unchanged. 


Public debt charges were marginally lower, 
reflecting a decline in the stock of interest- 
bearing debt, as the average effective interest 
rate on that debt was unchanged. 


Year-to-date: budgetary surplus 
of $10.8 billion 


Over eleven months (April 1998 to 

February 1999), the budgetary surplus was 
estimated at $10.8 billion, down $0.8 billion 
from the surplus of $11.5 billion reported in the 
-same period of 1997-98. The year-over-year 
decline in the surplus was largely due to higher 
liabilities related to Equalization entitlements 
to the provinces and lower corporate income 
tax revenues. 
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Table 1 
Summary statement of transactions 


February April to February 
1998 [O90 1997-98 1998-99 
(millions of dollars) 
Budgetary transactions 

Revenues 153234 14,540 139,875 142,556 
Program spending -9.559 -10,842 -90,815 -93,839 
Operating surplus 5.6/5 3,698 49,060 48,717 
Public debt charges -3,386 -3,356 =37;512 -37,951 
Budgetary balance (deficit/surplus) 2209. 342 11,548 10,766 
Non-budgetary transactions 664 956 -227 -1,253 

Financial requirements/surplus (excluding 
foreign exchange transactions) 2.955 1,298 [ies 2 9513 
Foreign exchange transactions -4,941 1,814 1,031 1,368 
Net financial balance -1,988 Sele L252 10,881 
Net change in borrowings 2,455 2,154 -12,057 -14,222 
Net change in cash balances 467 5,266 295 -3,341 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 


As noted in the 1999 budget, economic and 
policy developments over the balance of the 
year are expected to reduce the cumulative 
surplus to date. The 1999 budget announced 
initiatives totalling $4.2 billion which will be 
charged to 1998-99. In addition, the full cost of 
policy initiatives announced prior to the 1999 
budget has yet to be reflected in the year-to-date 
results. Finally, based on the traditional 

timing of receipts and payments, the cumulative 
surplus is expected to be reduced by a further 
$2.5 billion over the balance of the current 
fiscal year. 


Taking all of these factors into consideration, a 
balanced budget, including the Contingency 
Reserve of $3 billion, is expected for 1998-99. 
To the extent that the Contingency Reserve is 
not required, it will be used to pay down debt. 


Over the April 1998 to February 1999 period, 
budgetary revenues were up $2.7 billion 

(1.9 per cent), program spending was up 

$3 billion (3.3 per cent), while public debt 
charges were $0.4 billion (1.2 per cent) higher, 
compared to the same period of 1997-98. 


Within budgetary revenues: 


¢ Personal income tax revenues were up 
$1.8 billion, or 2.6 per cent. This was due 
to continued increases in receipts from 
monthly deductions from employment 
income, due to increases in the number of 
people employed, as well as higher taxes paid 
on filing, reflecting the strong income growth 
in the 1997 taxation year. However, the 
impact of these factors on the overall growth 
in personal income tax revenues has been 
dampened by higher refunds (up $1.2 billion) 
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able 2 
Budgetary revenues 
February April to February Per cent 
1998 1999 1997-98 1998-99 change 
(millions of dollars) (%) 
Income taxes 
Personal income tax Teor 6,514 68,355 TOA24 26 
Corporate income tax 3,283 Zoo 18,178 17,764 -2.3 
Other income tax revenue 229 150 2245 2,440 8.7 
Total income tax 10,799 9,247 88,778 90,328 Vy 
Employment insurance premium revenues 1,678 Dale 16,976 17,580 386 
Excise taxes and duties 
Goods and services tax 1,807 Dioe 13551 19,522 Sey 
Customs import duties iit 22) 2,360 23220 -5.9 
Sales and excise taxes 611 608 7,965 Tibi) -2.4 
Total excise taxes and duties 2,529 2,982 28,876 DOES, 2) 
Total tax revenues 15,006 14,360 134,630 137,425 Pal 
Non-tax revenues 228 180 S45 Deel =2.2 
Total budgetary revenues 15,234 14,540 ee I) 142,556 eS 


and a net transfer of $1 billion to employment 
insurance premium revenues, relating to prior- 
year adjustments and underpayments with 
respect to the 1998 taxation year. In addition, 
payments under the Canada Child Tax 
Benefit, which are netted from personal 
income tax revenues, are up $0.4 billion, 
reflecting the additional funding announced 

in the 1996 and 1997 budgets. 


Corporate income tax revenues were down 
$0.4 billion, or 2.3 per cent. Throughout most 
of 1998-99, revenues were up strongly, 
reflecting the impact of remittance procedures 
and not necessarily underlying developments 
in corporate profits, as corporations are 
required to file monthly instalments based on 
either their last year’s actual tax liability or 
their current year’s estimated tax liability. 


Corporations have 60 days after their year end 
to make settlement payments for any amounts 
owing. This results in a substantial proportion 
of corporate income tax collections being 
received in the months of February and 
March, ranging from 25 to 40 per cent of 
total collections for the year as a whole. 

With the decline in corporate profits in 1998, 
settlement payments in February/March 1999 
are expected to be lower than those recorded 
in February/March 1998. 


Employment insurance premium revenues 
were up $0.6 billion, or 3.6 per cent. This 
increase was attributable to net transfers from 
personal income tax revenues and an increase 
in the number of people employed. In 
December 1997, there was a transfer to 
personal income tax revenues, reflecting 
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overpayments with respect to the 1996 
taxation year, whereas in both October 1998 
and February 1999, there were transfers 

from personal income tax revenues, due to 
underpayments with respect to previous 
taxation years. Dampening the impact of 
these factors was the decline in premium 
rates. The employee premium rate (per 

$100 of insurable earnings) was reduced from 
$2.90 for 1997 to $2.70 for 1998 (with a 
corresponding decline in the employer rate). 
For 1999, the employee rate has been reduced 
10) 2.5). 


Net GST revenues were up $1.0 billion, or 
5.2 per cent, broadly in line with the growth 
in the applicable tax base. Customs import 
duties were down $0.1 billion, or 5.9 per cent, 
as the growth in imports was more than offset 
by the impact of tariff reductions. Other 
excise taxes and duties were down 

$0.2 billion, or 2.4 per cent, largely due to 
the reduction in the Air Transportation 

Tax, effective January 1, 1998, and its 
elimination effective November 1, 1998. 


Non-tax revenues, consisting of the return on 
investments and other non-tax revenues, such 
as fees and proceeds from sales, were down 
$0.1 billion, or 2.2 per cent. 


Within program spending: 


¢ Major transfers to persons were up 


$0.5 billion, primarily due to higher elderly 
benefit payments. Employment insurance 
benefit payments were virtually unchanged. 


Major transfers to other levels of government 
were up $1.4 billion, reflecting increased 
Equalization entitlements. As noted in the 
1999 budget, data revisions, primarily 


resulting from much stronger economic 
growth in Ontario than in the Equalization- 
receiving provinces, resulted in large upward 
revisions to Equalization entitlements. These 
revisions relate to both 1998-99 and to prior 
years. Cash entitlements under the Canada 
Health and Social Transfer (CHST) were 
unchanged as current legislation prevents 

the fiscal year cash entitlement from falling 
below $12.5 billion. In the 1999 budget, the 
federal government announced a one-time 
CHST supplement of $3.5 billion, which will 
be accounted for in 1998-99, following 
passage of enabling legislation. 


¢ Direct program spending, consisting of total 
program spending less the major transfers 
to persons and other levels of government, 
was up $1.0 billion, or 2.5 per cent. This 
component includes subsidy and other 
transfer payments, payments to Crown 
corporations, and the operating and capital 
costs of government, including defence. 
Subsidies and other transfers were down 
$0.1 billion, primarily reflecting the 
termination of subsidies to NAV CANADA, 
resulting from the elimination of the Air 
Transportation Tax. Payments to Crown 
corporations were up $0.1 billion. Operating 
and capital expenditures, including defence, 
were up $1.0 billion, largely attributable to 
the impact of retroactive wage settlements. 


Public debt charges were up $0.4 billion, or 

1.2 per cent, as the decline in the overall stock 
of interest-bearing debt was offset by an 
increase in the average effective interest rate on 
that debt. The latter reflects not only a slight 
increase in interest rates but also changes in the 
composition of interest-bearing debt to longer- 
term maturities. 
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Table 3 
Budgetary expenditures 


February April to February Per cent 
1998 1999 1997-98 1998-99 change 
(millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,880 1,924 20,317 20,829 20 
Employment insurance benefits 1,193 1,185 10,418 10,448 0.3 
Total 3.073 3,109 30,735 3177 1.8 
Other levels of government 
Canada Health and Social Transfer 1,042 1,042 11,458 11,458 0.0 
Fiscal transfers 1,143 2,395 8,902 10,440 73 
Alternative Payments for Standing Programs -180 -187 -1,964 -2,054 4.6 
Total 2,005 3,250 18,396 19,845 TES, 
Direct program spending 
Subsidies and other transfers 
Agriculture 111 47 654 567 -13.3 
Foreign Affairs 175 138 1,495 1,405 -6.0 
Health 92 a5 72 863 14.8 
Human Resources Development Za 144 1350 1,829 38) 
Indian and Northern Development 265 182 3,439 3,349 -2.6 
Industry and Regional Development 202 224 1,382 1392 0.7 
Veterans Affairs iI) 115 1,254 he255 0.1 
Other 238 218 2,545 2,087 -18.0 
Total 1,419 1128 12,871 12,747 -1.0 
Payments to Crown corporations 
Canadian Broadcasting Corporation 56 45 802 869 8.4 
Canada Mortgage and Housing Corporation 125 135 15528 1,625 6.3 
Other 91 102 994 943 -5.1 
Total 212 282 3,324 3,437 3.4 
Operating and capital expenditures 
Defence 949 953 8,759 8,436 -3.7 
All other departmental expenditures 1,841 2,124 16,730 18,097 8.2 
Total 23190 3077 25,489 20,533 4.1 
Total direct program spending 4,481 4,483 41,684 42,717 Jie 
_ Total program expenditures Lae) 10,842 90,815 93,839 8.3 
Public debt charges 3,386 3,356 BTeal2 37951 p22 
Total budgetary expenditures 12,945 14,198 1285521 131,790 oa 
Memorandum item: 
Total transfers 6,497 7,482 62,002 63,869 3.0 
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Table 4 


The budgetary balance and financial requirements/surplus 


February April to February 
1998 1999 1997-98 1998-99 
(millions of dollars) 
Budgetary balance (deficit/surplus) 2,289 342 11,548 10,766 
Loans, investments and advances 
Crown corporations 216 66 1,083 Loe 
Other -20 125 53 -257 
Total 196 191 1136 1,054 
Specified purpose accounts 
Canada Pension Plan Account 42 2S -344 1,240 
Superannuation accounts 22 324 2,662 3,643 
Other 65 -| -150 vs 
Total 359 878 2,168 4,885 
Other transactions 109 -113 -3,531 -7,192 
Total non-budgetary transactions 664 956 -227 -1,253 
Financial requirements/surplus 
(excluding foreign exchange transactions) 2,953 1,298 11,321 ois 
Foreign exchange transactions -4,941 1,814 1,031 1,368 
Net financial balance -1,988 3,112 123352 10,881 
Table 5 
Net financial balance and net borrowings 
February April to February 
1998 1999 1997-98 1998-99 
(millions of dollars) 
Net financial balance -1,988 Sebi 12352 10,881 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds -3,100 2,300 13,788 8.2 
Canada Savings Bonds -186 -201 -2,755 -1,825 
Treasury bills 1,800 2,200 -26,200 -26,300 
Other _ = 169 -279 -10 108 
Subtotal -1,655 4,020 15,177 -19,745 
Less: Government’s holding of unmatured debt 94 558 145 127 
Total -1,561 4,578 -15,032 -19,618 
Payable in foreign currencies 
Marketable bonds 2,906 -2,801 2,780 6,880 
Notes and loans 0 0 0) 0 
Canada bills 1,110 377 548 -409 
Canada notes e353 -1,075 
Total 4,016 -2,424 ive ee 5,396 
Net change in borrowings 2,455 2,154 -12,057 14222 
Change in cash balance 467 5,266 295 3,341 
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Table 6 
Condensed statement of assets and liabilities 


March 31, 1998 February 28, 1999 Change 


Liabilities 
Accounts payable, accruals and allowances 
Accounts payable and accrued liabilities 
Interest and matured debt 
Allowances 


Total accounts payable, accruals and allowances 


Interest-bearing debt 
Pension and other accounts 
Public sector pensions 
Canada Pension Plan (net of securities) 
Other pension and other accounts 


Total pension and other accounts 


Unmatured debt 
Payable in Canadian dollars 
Marketable bonds 
Treasury bills 
Canada Savings Bonds 
Other 


Subtotal 


Payable in foreign currencies 
Marketable bonds 
Canada bills 
Canada notes 


Subtotal 
Total unmatured debt 
Total interest-bearing debt 
Total liabilities 


Assets 
Cash and accounts receivable 
Foreign exchange accounts 
Loans, investments and advances (net of allowances) 
Total assets 


Accumulated deficit (net public debt) 


(millions of dollars) 


22,364 10,885 -11,479 
10,419 7,147 -3,272 
10,917 LOI 0 
43,700 28,949 -14,751 
117,457 121,099 3,642 
4,205 5,445 1,240 
5,872 5,874 2 
127,534 132,418 4,884 
294,583 302,855 8,272 
112,300 86,000 -26,300 
Pipe JA ee) 28,071 -1,698 
3,456 3,564 108 
440,108 420,490 -19,618 
14,651 23,042 8,391 
9356 8,947 -409 
BRI IKG 590 -2,586 
27,183 32,580 cesT) 
467,291 453,070 -14,221 
594,825 585,488 -9,337 
638,525 614,437 -24,088 
15,813 4,914 -10,899 
28,968 27,600 -1,368 
14,036 12982 -1,054 
58,817 45,496 -13,321 
Ts 568,941 -10,767 


Year-to-date: financial surplus 
of $9.5 billion (excluding foreign 
exchange transactions) 


The budgetary balance is presented on a 
modified accrual basis of accounting, recording 
government liabilities when they are incurred, 
regardless of when the cash payment is made. 
In addition, the budgetary balance includes 
only those activities over which the government 
has legislative control. 


In contrast, financial requirements/surplus 
measure the difference between cash coming in 
to the government and cash going out. Financial 
requirements/surplus differ from the budgetary 
balance, as the former includes transactions in 
loans, investments and advances, federal 
employees’ pension accounts, other specified 
purpose accounts, and changes in other financial 
assets and liabilities. These activities are 
included as part of non-budgetary transactions. 


The Fiscal Monitor 


The conversion from accrual to cash is also 
reflected in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $1.3 billion in the April 1998 
to February 1999 period, up $1.0 billion from 
the net requirement in the same period of 
1997-98. This increase primarily reflects 
increased payments to provinces under tax 
collection agreements, pertaining to 
underpayments relating to previous taxation 
years, and the payment to the Canada 
Millennium Scholarship Foundation, for which 
the liability had been established in 1997-98. 
These payments were, in part, offset by 
higher funds in the superannuation accounts, 
primarily relating to the transfer in 1997-98 to 
NAV CANADA, which dampened funds in 
1997-98, and a higher source of funds in the 
Canada Pension Plan Account, reflecting the 
timing of receipts. As a result, there was a 
financial surplus (excluding foreign exchange 
transactions) of $9.5 billion in the April 1998 to 
February 1999 period, down slightly from the 
$11.3-billion surplus recorded in the same 
period of 1997-98. 


Year-to-date: net financial balance 
of $10.9 billion/net borrowings 
down $14.2 billion 


Foreign exchange transactions represent all 
transactions in international reserves held in 

the Exchange Fund Account. The purpose of 
the Exchange Fund Account is to promote order 
and stability in the foreign exchange market. 


It fulfills this function by buying foreign 
exchange (selling Canadian dollars) when there 
is upward pressure on the value of the Canadian 
dollar and selling foreign exchange (buying 
Canadian dollars) when there is downward 
pressure. The buying of Canadian dollars 
represents a source of funds from exchange fund 
transactions, while the selling of Canadian 
dollars represents a requirement. Changes in 
foreign currency liabilities, which are 
undertaken to change the level of Canada’s 
foreign exchange reserves, also impact on 
foreign exchange transactions. 


Taking all of these factors into account, in 
the April 1998 to February 1999 period, there 
was a net source of funds of $1.4 billion from 
foreign exchange transactions, compared to a 
net source of $1.0 billion in the same period 
of 1997-98. 


With a budgetary surplus of $10.8 billion, 

a net requirement of $1.3 billion from non- 
budgetary transactions and a net source of 
funds of $1.4 billion from foreign exchange 
transactions, the net financial balance recorded 
a surplus of $10.9 billion over the April 1998 to 
February 1999 period, compared to a surplus of 
$12.4 billion in the same period of 1997-98. 


With this financial surplus, coupled with a 
reduction in cash balances of $3.3 billion, 

the government retired $14.2 billion of market 
debt in the April 1998 to February 1999 period. 
Cash balances at the end of February 1999 
were $7.0 billion. 
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Highlights of financial results for March 1999 


Year-to-date: budgetary surplus 
of $9.1 billion 


With a deficit of $1.7 billion in March 1999, 
the budgetary surplus over the 12 months 
(April 1998 to March 1999) was estimated at 
$9.1 billion, down slightly from the surplus 

of $9.2 billion reported in the same period 

of 1997-98. Budgetary revenues were up 

$2.8 billion, or 1.8 per cent, program spending 
was up $2.6 billion, or 2.5 per cent, while 
public debt charges increased $0.3 billion, 

or 0.8 per cent. 


Final results to come in the fall 


The financial results for the April 1998 to 
March 1999 period are not the final results 
for the 1998-99 fiscal year. Still to come are 
the “end-of-year accounting” adjustments. 


Consistent with government accounting 
principles, these “end-of-year accounting” 
adjustments incorporate increases to program 
spending to include the costs of liabilities 
incurred during the fiscal year for which 

no payments were made in 1998-99. For 
example, the 1999 budget announcement of 

a one-time cash supplement of $3.5 billion 

to the Canada Health and Social Transfer 
(CHST) will be booked in the “end-of-year 
accounting” period, following passage of 
legislation. In addition, adjustments are made 
to include liabilities incurred by departments 
for goods and services received in late 1998-99 
but for which payments were made in the 
April/May 1999 period. Based on previous 
years’ experience, such adjustments could range 
between $2.5 and $3.5 billion. Together with 
the CHST cash supplement, this would reduce 
the surplus to the end of March 1999 

by $6 to $7 billion. 


These adjustments, coupled with expected 
developments in February and March 1999 and 
the inclusion of $3 billion for the Contingency 


Ministére des Finances 
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Reserve, underlie the balanced budget estimate 
in the February 1999 budget for 1998-99. 


However, budgetary revenues to the end of 
March 1999 were somewhat weaker than had 
been expected at the time of the 1999 budget. 
This is especially true for corporate income tax 
revenues, where higher-than-expected refunds 
in March 1999 will result in final collections 
coming in lower than estimated at the time 

of the budget. Unless there are offsetting 
adjustments in the other revenue components, 
once final adjustments are made for cash received 
in March but not deposited until April, budgetary 
revenues should be lower than estimated in the 
1999 budget. Final audited results will be 
released in the fall. 


Budgetary deficit of $1.7 billion 
in March 1999 


There was a budgetary deficit of $1.7 billion 
in March 1999, down nearly $0.7 billion 
from the deficit of $2.3 billion reported in 
March 1998. 


On a year-over-year basis, budgetary revenues 
increased $0.1 billion, as lower corporate 
income tax revenues, customs import duties and 
excise taxes and duties were more than offset 
by increases in the other major components. 


¢ The decline in corporate income tax revenues 
was primarily due to refunds with respect to 
taxation year 1998, reflecting the decline in 
corporate profits. 


¢ The decline in customs import duties 
reflected timing differences in the receipt 
of duties between the two periods, while the 
elimination of the Air Transportation Tax 
accounted for all of the decline in excise 


Canada 
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revisions relate to both 1998-99 and to prior 
years. Cash entitlements under the CHST 
were unchanged as current legislation 
prevents the fiscal year cash entitlement from 
falling below $12.5 billion. In the 1999 
budget, the federal government announced a 
one-time CHST supplement of $3.5 billion, 
which will be accounted for in 1998-99 
following passage of enabling legislation. 


¢ Direct program spending, consisting of total 
program spending less the major transfers 
to persons and other levels of government, 
was up $0.6 billion, or 1.3 per cent. This 
component includes subsidy and other 
transfer payments, payments to Crown 
corporations, and the operating and capital 
costs of government, including defence. 
Subsidies and other transfers were down 
$0.7 billion, in part reflecting the termination 
of subsidies to NAV CANADA, resulting 
from the elimination of the Air Transportation 
Tax. The increase in transfers by Human 
Resources Development Canada was 
attributable to the initiatives announced in the 
February 1998 budget under the Canadian 
Opportunities Strategy. Payments to Crown 
corporations were up $0.1 billion. Operating 
and capital expenditures, including defence, 
were up $1.2 billion, largely attributable to 
the impact of retroactive wage settlements. 


Public debt charges up $0.3 billion 
in April 1998 to March 1999 period 


Public debt charges were up $0.3 billion, 

or 0.8 per cent, as the decline in the overall 
stock of interest-bearing debt was offset by an 
increase in the average effective interest rate on 
that debt. The latter reflects not only a slight 
increase in interest rates but also changes in the 
composition of interest-bearing debt towards 
longer-term maturities. 


Financial surplus of $10.8: billion 
(excluding foreign exchange transactions) 
in 1998-99 

The budgetary balance is presented on a 
modified accrual basis of accounting, recording 
government liabilities when they are incurred, 


regardless of when the cash payment is made. 
In addition, the budgetary balance includes only 
those activities over which the government has 
legislative control. 


In contrast, financial requirements/surplus 
measure the difference between cash coming in 
to the government and cash going out. Financial 
requirements/surplus differ from the budgetary 
balance, as the former includes transactions 

in loans, investments and advances, federal 
employees’ pension accounts, other specified 
purpose accounts, and changes in other financial 
assets and liabilities. These activities are 
included as part of non-budgetary transactions. 
The conversion from accrual to cash 1s also 
reflected in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
source of funds amounting to $1.7 billion in 
the April 1998 to March 1999 period, down 
from a net source of $3.5 billion in the same 
period of 1997-98. This decline primarily 
reflects increased payments to provinces under 
the tax collection agreements, pertaining to 
underpayments relating to previous taxation 
years, and the payment to the Canada 
Millennium Scholarship Foundation, for which 
the liability had been established in 1997-98. 
These payments were, in part, offset by higher 
funds in the superannuation accounts, primarily 
relating to the transfer of funds in 1997-98 to 
NAV CANADA, which dampened the net source 
of funds in 1997-98, and a higher source of 
funds in the Canada Pension Plan Account. 


As a result, there was a financial surplus 
(excluding foreign exchange transactions) of 
$10.8 billion in the April 1998 to March 1999 
period, down slightly from the $12.7-billion 
surplus recorded in the same period of 1997-98. 
Although final budgetary results will not be 
available until the fall of 1999, the results for the 
financial surplus for the April to March period 
do not differ significantly from the final audited 
results. The preliminary outcome for the financial 
surplus for 1998-99 was slightly lower than the 
February 1999 budget estimate of $11.5 billion, 
primarily due to timing of payments. 
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Table 3 
Budgetary expenditures 
March April to March Per cent 
1998 1999 1997-98 1998-99 change 
(millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,894 ey) MRI Dz D2hOD 2D 
Employment insurance benefits 1,479 1323 11,897 jy Aye? -1.1 
Total Bio73 3,260 34,109 34,537 ile! 
Other levels of government 
Canada Health and Social Transfer 1,042 1,042 12,500 12,500 0.0 
Fiscal transfers 827 790 9,729 LAe2S4 [5.4 
Alternative Payments for Standing Programs -156 -93 -2,120 -2,147 Ise, 
Total 713 9 20,109 21,584 ihe 
Direct program spending 
Subsidies and other transfers 
Agriculture 150 82 804 649 -19.3 
Foreign Affairs 356 230 1,851 1,635 Siclie/ 
Health 81 93 833 955 14.6 
Human Resources Development Dae. 179 1,622 2,008 23.8 
Indian and Northern Development 221 340 3,660 3,689 0.8 
Industry and Regional Development 292 pap pi 1,674 1,664 -0.6 
Veterans Affairs 114 Ly 1,368 72 0.3 
Other 1,480 1,058 4,025 3,144 -21.9 
Total 2,966 23 Td 15,837 155116 -4.6 
Payments to Crown corporations 
Canadian Broadcasting Corporation 61 Pai 863 896 3.8 
Canada Mortgage and Housing Corporation 35 Ji) 1,663 1,800 8.2 
Other 86 100 1,080 1,043 -3.4 
Total 282 302 3,606 3,739 Set 
Operating and capital expenditures 
Defence 994 1,072 Sa sw 9.508 -2.5 
All other departmental expenditures 2262 2,399 19,004 20,483 7.8 
Total 35256 3,457 28,756 29091 4.3 
Total direct program spending 6,504 6,130 48,199 48,846 jks) 
Total program expenditures 11,590 1si29 102,417 104,967 2 
Public debt charges 3.505 3,411 41,016 41,363 0.8 
Total budgetary expenditures 15,095 14,540 143,433 146,330 2.0 
Memorandum item: 
Total transfers 8,052 THY TOSS TV 23%, ey 
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Table 4 


The budgetary balance and financial requirements/surplus 


March April to March 
1998 1999 1997-98 1998-99 
(millions of dollars) 
Budgetary balance (deficit/surplus) -2,343 -1,672 9,194 9,095 
Loans, investments and advances 
Crown corporations 149 301 1,243 Gls 
Other -145 53 -403 
Total 149 156 1,296 1210 
Specified purpose accounts 
Canada Pension Plan Account 803 -7 459 1,233 
Superannuation accounts Spall 243 2,983 3,885 
Other 176 34 26 35 
Total 1,300 270 3,468 5,153 
Other transactions 2,211 2,485 -1,260 -4,707 
Total non-budgetary transactions 33,120 Ae 3,504 1,656 
Financial requirements/surplus 
(excluding foreign exchange transactions) jewel) [5239 12,698 10,751 
Foreign exchange transactions -3,186 -5,846 -2,155 -4,478 
Net financial balance -1,809 -4,607 10,543 6,273 
Table 5 
Net financial balance and net borrowings 
March April to March 
1998 1999 1997-98 1998-99 
(millions of dollars) 
Net financial balance -1,809 -4,607 10,543 6,273 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds -1,768 -7,300 12,020 972 
Canada Savings Bonds -123 -50 -2,878 -1-Si8 
Treasury bills 3,100 10,950 -23,100 =15,35 
Other -| 499 -11 607 
Subtotal 1,208 4,099 -13,969 -15,646 
Less: Government’s holding of unmatured debt 98 66 241 193 
Total 1,306 4,165 -13,728 -15,453 
Payable in foreign currencies 
Marketable bonds 899 132 3,679 7,013 
Notes and loans 0 0 0 0 
Canada bills 436 15283 984 874 
Canada notes -144 P73 -497 198 
Total 1,191 2,688 4,166 8,085 
Net change in borrowings 2,497 6,853 -9,562 -7,368 
Change in cash balance 688 2.246 981] -1,095 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 1998 March 31, 1999 Change 
(millions of dollars) 
Liabilities 
Accounts payable, accruals and allowances 

Accounts payable and accrued liabilities 22,364 147 -7,653 
Interest and matured debt 10,419 T3714 -3,045 
Allowances 10,917 10,917 0) 
Total accounts payable, accruals and allowances 43,700 33,002 -10,698 


Interest-bearing debt 
Pension and other accounts 


Public sector pensions 117,457 121,342 3,885 
Canada Pension Plan (net of securities) 4,205 6,794 2,589 
Other pension and other accounts DOE 4,551 Ae 94 | 
Total pension and other accounts 127,534 132,687 53153 


Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 294,583 WES SIEW) 972 
Treasury bills 112,300 96,950 -15,350 
Canada Savings Bonds 29,769 28,087 -1,682 
Other 3,456 4,063 607 
Subtotal 440,108 424,655 -15,453 
Payable in foreign currencies 
Marketable bonds 14,651 23476 8,525 
Canada bills 9,356 10,230 874 
Canada notes SAG 1,863 1518 
Subtotal 27,183 35,269 8,086 
Total unmatured debt 467,291 459,924 -7,367 
Total interest-bearing debt 594,825 592.611 =2 214 
Total liabilities 638,525 625,613 -12,912 
_ Assets 

Cash and accounts receivable 15,813 8,730 -7,083 
Foreign exchange accounts 28,968 33,446 -4,478 
Loans, investments and advances (net of allowances) 14,036 12,824 -1,212 
Total assets 58,817 55,000 -3,817 
_ Accumulated deficit (net public debt) 579,708 570,613 -9,095 

_ Net financial balance of $6.3 billion/ and selling foreign exchange (buying Canadian 

net borrowings down $7.4 billion dollars) when there is downward pressure. The 


buying of Canadian dollars represents a source 
of funds from exchange fund transactions, 
while the selling of Canadian dollars represents 
a requirement. Changes in foreign currency 
liabilities, which are undertaken to change the 
level of Canada’s foreign exchange reserves, 
also impact on foreign exchange transactions. 


Foreign exchange transactions represent all 
transactions in international reserves held in 
_the Exchange Fund Account. The purpose of 
the Exchange Fund Account is to promote order 
_and stability in the foreign exchange market. It 
fulfills this function by buying foreign exchange 
(selling Canadian dollars) when there is upward 
pressure on the value of the Canadian dollar 
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Table 7 
Debt Servicing and Reduction Account (DSRA) 
1991-92 1992-93 1993-94 1994-95 1995-96 1996-97 1997-98 
(millions of dollars) 
Gross GST collected 29,564 30,516 32,052 363715 38,048 40,733 46,986 
Lesss 
Refunds and rebates 12,134 13,145 14,271 ie 18,874 19,782 24,633 
Quarterly low-income credit QU? 2,503 2,685 2,816 2,799 DST 2,892 
NetGsT 15,168 14,868 15,696 16,787 16,375 18,079 =19,461 
GST penalties and interest received iy 71 90 129 135 [tay 12F 
Gains from wind-up of interest in 
Crewn corporations/disposal of shares 2 110 329 
Gifts to the Crown 0.4 0.1 0.2 OD 0.3 0.3 0.176 
Proceeds to DSRA 15,190 15,050 15,786 16,916 16,835 18,238 7) 195588 


Source: Public Accounts of Canada. 


Taking all of these factors into account, 
preliminary estimates for 1998-99 indicate 

that there was a net requirement of $4.5 billion 
from foreign exchange transactions, compared to 
a net requirement of $2.2 billion in 1997-98. 


With a budgetary surplus of $9.1 billion, a 

net source of $1.7 billion from non-budgetary 
transactions and a net requirement of funds of 
$4.5 billion from foreign exchange transactions, 
there was a net financial surplus of $6.3 billion 
in 1998-99, compared to a net surplus of 

$10.6 billion in 1997-98. 


With this financial surplus, coupled with 

a reduction in cash balances of $1.1 billion, 

the government retired $7.4 billion of market 
debt in 1998-99. This will mark the second 
consecutive year in which there has been 

a reduction in market debt. Over the two fiscal 
years, market debt has declined by $16.9 billion. 
Cash balances at the end of March 1999 

were $9.3 billion. 


The Debt Servicing and Reduction Account 


In June 1991, legislation to establish the 

Debt Servicing and Reduction Account (DSRA) 
received Royal Assent. As a result, effective 
April 1, 1991, all GST revenue net of the 
applicable input tax credits, rebates, and the 
low-income credit, along with the net proceeds 
from the sale of Crown corporations and gifts 
to the Crown identified for debt reduction, must, 
by law, go directly to the DSRA. The funds in 
this Account can only be used to pay the cost 
of servicing the public debt and ultimately to 
reduce the debt. The Account is audited on an 
annual basis by the Auditor General of Canada. 
In his “Observations” on the 1996-97 financial 
statements, the Auditor General questioned the 
need for this Account, given the fundamental 
concept of the Consolidated Revenue Fund. 
The government has indicated that it would 
review this issue. 
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Highlights of financial results for April 1999 


Budgetary surplus up $0.3 billion 
in April 1999 


There was a budgetary surplus of $1.5 billion 
in April 1999, up $0.3 billion from the surplus 
of $1.2 billion in April 1998. Budgetary revenues 


were up 5.2 per cent on a year-over-year basis 


while public debt charges were down 
1.2 per cent. Program spending increased 
by 4.7 per cent. 


Among the major revenue components: 


e Personal income tax collections were up 
4.3 per cent, or $0.3 billion. This increase 
reflected continued strength in receipts from 
monthly deductions from employment 
income, due to the increase in the number 
of people employed, and lower refunds, due 
to fewer returns being processed compared 
to the same period last year. However, the 
impact of these factors was partially offset 
by lower taxes paid on filing with respect 
to the 1998 taxation year. 


-* Corporate income tax collections declined 
12.7 per cent, or $0.2 billion, due to the 
weakness in profits in 1998. 


¢ Other income tax revenues were up 
47.9 per cent, or $0.1 billion, primarily 
reflecting the timing of receipts. 


_* Employment insurance premium revenues 
were up 2.3 per cent. This increase reflects an ° 
understatement of premiums in the early part 
of last year. Adjusting for this, premium 
revenues are virtually unchanged, as the effect 
of the decline in the premium rates 
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(the employee rate for 1999 is $2.55 per 
$100 of insurable earnings compared to 
$2.70 in 1998) on overall premium revenues 
is being offset by an increase in the number 
of people employed. 


Net goods and services tax collections 
increased 16.4 per cent, or $0.3 billion, 
reflecting both an increase in gross 
collections and virtually no change in refunds. 
Refunds are expected to pick up over the 
course of the year. 


Other excise taxes and duties were virtually 
unchanged. 


Within program spending, all components 
were higher with the exception of subsidies 
and other transfers. 


¢ Major transfers to persons were up slightly 


as increased elderly benefit payments more 
than offset a decline in employment 
insurance benefits. 


Major transfers to other levels of government 
were up 7.4 per cent, reflecting higher 
Equalization entitlements. As indicated in 

the 1999 budget, Equalization entitlements 
were revised up significantly due to historical 
data revisions, which indicated much stronger 
economic growth in Ontario than in the 
Equalization-receiving provinces. 


The decline in subsidies and other transfers 
was widespread among most departments. 
Over the course of the fiscal year, this 
component is expected to be lower than 

in 1998-99. 
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Table | 
Summary statement of transactions 


April 


1998 1999 


Budgetary transactions 
Revenues 


Program spending 

Operating surplus 

Public debt charges 

Budgetary balance (deficit/surplus) 


Non-budgetary transactions 


Financial requirements/surplus (excluding 
foreign exchange transactions) 


Foreign exchange transactions 


Net financial balance 
Net change in borrowings 


Net change in cash balances 


(millions of dollars) 


12,500 13,150 
-7,862 -8,233 
4,638 4,917 
-3,454 -3,412 
1,184 1,505 
-3,456 -3,571 
a3 2 -2,066 
1,287 -632 
-985 -2,698 
-5,557 -4,714 
-6,542 -7,412 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 


e The strong increase in payments to 
Crown corporations was attributable to the 
timing of such payments; total payments for 
the year as a whole are expected to be only 
slightly higher than last year. 


e The increase in operating and capital 
expenditures was primarily attributable 
to timing factors. 


The decline in public debt charges was 
attributable to a decline in the stock of 
interest-bearing debt and lower average 
effective interest rates on that stock. 


Total financial requirement of $2.1 billion 


(excluding foreign exchange transactions) 
in April 1999 


The budgetary balance is presented on a 
modified accrual basis of accounting, recording 
government liabilities when they are incurred, 
regardless of when the cash payment is made. 
In addition, the budgetary balance includes only 
those activities over which the government has 
legislative control. 


In contrast, financial requirements/surplus 
measure the difference between cash coming 
in to the government and cash going out. 
Financial requirements/surplus differ from 
the budgetary balance, as the former includes 
transactions in loans, investments and advances, 
federal employees’ pension accounts, other 
specified purpose accounts, and changes in 
other financial assets and liabilities. These 
activities are included as part of non- 
budgetary transactions. The conversion from 
accrual to cash is also reflected in non- 
budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement amounting to $3.6 billion in 

April 1999, up from a net requirement of 

$3.5 billion in April 1998. As a result, there 
was a financial requirement (excluding foreign 
exchange transactions) of $2.1 billion in 

April 1999, down slightly from the $2.3-billion 
financial requirement recorded in the same 
period last year. 
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Table 2 
Budgetary revenues 
April 
1998 1999 Change 
(millions of dollars) (%) 
Income taxes 
Personal income tax 6,209 6,479 4.3 
Corporate income tax 1,241 1,083 -12.7 
Other income tax revenue 286 423 47.9 
Total income tax TsI36 7,985 3) 
Employment insurance premium revenues 1,748 1,788 pas 
Excise taxes and duties 
Goods and services tax 1,803 2,098 16.4 
Customs import duties 174 182 4.6 
Sales and excise taxes 621 624 (ONS) 
Total excise taxes and duties 2,598 2,904 ies 
Total tax revenues 12,082 12,677, 4.9 
Non-tax revenues 418 473 1322 
Total budgetary revenues 12,500 13,150 Oe2 


Net financial requirement of $2.7 billion 


Foreign exchange transactions represent all 
transactions in international reserves held in the 
Exchange Fund Account. The purpose of the 
Exchange Fund Account is to promote order 
and stability in the foreign exchange market. It 
fulfills this function by buying foreign exchange 
(selling Canadian dollars) when there is upward 
pressure on the value of the Canadian dollar and 
selling foreign exchange (buying Canadian 
dollars) when there is downward pressure. The 
buying of Canadian dollars represents a source 


| of funds from exchange fund transactions, while 


the selling of Canadian dollars represents a 


_ requirement. Changes in foreign currency 

| liabilities, which are undertaken to change the 
_ level of Canada’s foreign exchange reserves, 

_ also impact on foreign exchange transactions. 


Taking all of these factors into account, there 
was a net requirement of $0.6 billion in 
April 1999, compared to a net source of 

$1.3 billion in April 1998. 


With a budgetary surplus of $1.5 billion, a net 
requirement of $3.6 billion from non-budgetary 
transactions and a net requirement of funds of 
$0.6 billion from foreign exchange transactions, 
there was a net financial requirement of 

$2.7 billion in April 1999 compared to a net 
financial requirement of $1.0 billion in 

April 1998. 


Net borrowings down $4.7 billion 


Although there was a net financial requirement 
of $2.7 billion in April 1999, the government 
still retired $4.7 billion of market debt in 

that month. This was accomplished by reducing 
its cash balances by $7.4 billion. Cash balances 
at the end of April 1999 amounted to 

$1.9 billion. 
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Table 6 
Condensed statement of assets and liabilities 


March 31, 1999 April 30, 1999 Change 


Liabilities 
Accounts payable, accruals and allowances 
Accounts payable and accrued liabilities 
Interest and matured debt 
Allowances 
Total accounts payable, accruals and allowances 
Interest-bearing debt 
Pension and other accounts 
Public sector pensions 
Canada Pension Plan (net of securities) 
Other pension and other accounts 
Total pension and other accounts 


Unmatured debt 
Payable in Canadian dollars 
Marketable bonds 
Treasury bills 
Canada Savings Bonds 
Other 
Subtotal 
Payable in foreign currencies 
Marketable bonds 
Canada bills 
Canada notes 
Subtotal 
Total unmatured debt 
Total interest-bearing debt 
Total liabilities 
Assets 


Cash and accounts receivable 
Foreign exchange accounts 


Loans, investments and advances (net of allowances) 


Total assets 


Accumulated deficit (net public debt) 


(millions of dollars) 


{379 Ree dPia 64 
7,374 11,080 3,706 
12,804 12,076 -728 
39,089 42,131 3,042 
121,342 121,706 364 
6,794 6,574 -220 
-4,551 4,573 22 
132,687 132,893 166 
Poe ey Os®) 295,612 =) 
96,950 92,900 -4,050 
28,087 28,001 -86 
4,063 4,661 598 
424,655 421,174 -3,481 
23,176 235176 0 
10,230 8,997 -1,233 
1,863 1,863 0 
95,269 34,036 -1,233 
459,924 455,210 -4,714 
592,011 588,063 -4,548 
631,700 630,194 -1,506 
8,730 8,730 
33,446 33,445 -1 
12,824 12,824 
55,000 54,999 -| 


576,700 SV yee -1,505 
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Table 3 
Budgetary expenditures 


1998 Wee! Change 
(millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,821 eal ee 
Employment insurance benefits 1,114 1,079 meta | 
Total 2,935 2,950 0.5 
Other levels of government 
Canada Health and Social Transfer 1,042 1,042 0.0 
Fiscal transfers 642 743 [S77 
Alternative Payments for Standing Programs -187 -177 -5.3 
Total 1,497 1,608 7.4 
Direct program spending 
Subsidies and other transfers 
Agriculture 5 1 -80.0 
Foreign Affairs 100 7 -43.0 
Health 84 BP) -34.5 
Human Resources Development 58 28 -51.7 
Indian and Northern Development 778 829 6.6 
Industry and Regional Development Wes 91 26.4 
Veterans Affairs 114 113 -0.9 
Other 190 194 201 
Total 1,401 1,368 -2.4 
Payments to Crown corporations 
Canadian Broadcasting Corporation 147 OES -23.1 
Canada Mortgage and Housing Corporation £25 145 16.0 
Other 116 155 33.6 
Total 388 413 6.4 
Operating and capital expenditures 
Defence 445 540 DAES 
All other departmental expenditures 1,196 1,354 [32 
Total 1,641 1,894 15.4 
Total direct program spending 3,430 3.025 del 
_ Total program expenditures 7,862 8,233 el! 
_ Public debt charges 3,454 3,412 -1.2 
_ Total budgetary expenditures (BIS H Ks) 11,645 Zhe) 
_ Memorandum item: 
Total transfers D530 5,926 1.6 
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Table 4 
The budgetary balance and financial requirements/surplus 
April 
1998 1999 
(millions of dollars) 
Budgetary balance (deficit/surplus) 1,184 1,505 
Loans, investments and advances 
Crown corporations 101 -64 
Other 1 309 
Total 102 245 
Specified purpose accounts 
Canada Pension Plan Account 599 -220 
Superannuation accounts 340 364 
Other -40 22 
Total 899 166 
Other transactions -4,457 -3,982 
Total non-budgetary transactions -3,456 -3,571 
Financial requirements/surplus 
(excluding foreign exchange transactions) 2,202 -2,066 
Foreign exchange transactions 287 -632 
Net financial balance -985 -2,698 
Table 5 
Net financial balance and net borrowings 
April 
1998 1999 
(millions of dollars) 
Net financial balance -985 -2,698 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds os - 
Canada Savings Bonds -4,200 -4,050 
Treasury bills -629 -86 
Other -| 598 
Subtotal -4,830 -3,538 
Less: Government’s holding of unmatured debt 90 =), 
Total -4,740 -3,481 
Payable in foreign currencies 
Marketable bonds 3g a 
Notes and loans = "7 
Canada bills -817 -1,233 
Canada notes es e 
Total esi -1,233 
Net change in borrowings 5.557 -4,714 


Change in cash balance -6,542 -7,412 


Budgetary surplus of $1.8 billion 
in May 1999 


There was a budgetary surplus of $1.8 billion 
in May 1999, up $0.8 billion from the surplus 
recorded in May 1998. About half of the 
year-over-year increase in the surplus reflected 
timing considerations, which will be reversed 
in future months. Budgetary revenues were up 
$1 billion, or 8.2 per cent, while public debt 
charges declined $0.1 billion, or 2.3 per cent. 
Program spending increased $0.3 billion, or 
By per cent: 


Among the major revenue components: 


¢ Personal income tax collections were up 
11.9 per cent. This increase reflected 
continued strength in receipts from monthly 
deductions from employment income, due 
to the increase in the number of people 
employed, as well as the timing of the receipt 
of payments. Taxes paid on filing with 
respect to the 1998 taxation year were 
also up strongly, more than offsetting the 
year-over-year decline witnessed last month. 


¢ Corporate income tax collections declined 
13.4 per cent, reflecting the weakness in 
profits in 1998. 


¢ Employment insurance premium revenues 
were virtually unchanged, as the effect of the 
decline in the premium rates on overall 
premium revenues (the employee rate for 1999 
is $2.55 per $100 of insurable earnings 
compared to $2.70 in 1998) was offset by an 
increase in the number of people employed. 


¢ Net goods and services tax collections 
increased 40.8 per cent, largely due to the 
timing of receipts. Timing factors depressed 
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Highlights of financial results for May 1999 


gross receipts in May 1998 and there was a 
corresponding recovery the following month. 
This year, the reverse appears to have 
occurred. 


¢ Other excise taxes and duties were up 
3.6 per cent in May, while they were virtually 
unchanged in April. Non-tax revenues 
declined 17.6 per cent, offsetting all of the 
year-over-year increase recorded in April. 


Within program spending, all components were 
higher with the exception of subsidies and other 
transfers, and payments to Crown corporations. 


¢ Major transfers to persons were up slightly 
due to higher employment insurance benefits. 
Elderly benefits were unchanged due to timing 
factors. 


¢ Major transfers to other levels of government 
were up 4.9 per cent, reflecting higher 
Equalization entitlements. As indicated in 
the 1999 budget, Equalization entitlements 
were revised up significantly due to historical 
data revisions indicating much stronger 
economic growth in Ontario than in the 
Equalization-receiving provinces. 


¢ The decline in subsidies and other transfers 
was widespread among most departments. 
Over the course of the fiscal year, this 
component is expected to be lower than 
in 1998-99. 


¢ The decline in payments to Crown 
corporations in May offset part of the 
increase recorded in April. 


¢ The increase in operating and capital 
expenditures was primarily attributable to 
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Table | 
Summary statement of transactions 


May April to May 
1998 1999 1998-99 1999-00 
(millions of dollars) 
Budgetary transactions 

Revenues 12,346 135363 24,846 26,514 
Program spending -7,724 -8,006 -15,588 -16,239 
Operating surplus 4,622 oo, 9.258 10,275 
Public debt charges -3,593 =F. 42 -7,046 -6,924 
Budgetary balance (deficit/surplus) 15029 1,845 DLA: S335) 
Non-budgetary transactions 4,594 4,441 i137 870 

Financial requirements/surplus (excluding 
foreign exchange transactions) 5,023 6,286 3,349 4,221 
Foreign exchange transactions 1,178 IS 2,465 503 
Net financial balance 6,801 7,421 5,814 4,724 
Net change in borrowings -5,682 -2,427 =1 15239 -7,140 
Net change in cash balances iV) 4,994 -5,425 -2,416 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 


Most of the decline in public debt charges was 
due to timing adjustments which overstated the 
May 1998 results. This will be reversed in 
future months. 


Year-to-date: budgetary surplus 
of $3.4 billion 


Over the first two months of fiscal year 
1999-2000, the budgetary surplus was estimated 
at $3.4 billion, up $1.1 billion from the surplus 
of $2.2 billion recorded in the same period of 
1998-99. However, as noted above, part of this 
year-over-year improvement is attributable to 
timing factors, which will be reversed in future 
months. In addition, the tax reduction measures 
announced in the 1999 budget, as well as the 
1998 budget measure to increase the Canada 


Child Tax Benefit, became effective July 1, 1999. 


Therefore, the budgetary results for the first 

two months of 1999-2000 are’ not an appropriate 
indicator of developments over the year as 

a whole. 


Financial surplus of $4.2 billion 


(excluding foreign exchange transactions) 


for April and May 1999 


The budgetary balance is presented on a 


modified accrual basis of accounting, recording 
government liabilities when they are incurred, 
regardless of when the cash payment is made. 
In addition, the budgetary balance includes only 
those activities over which the government has 


legislative control. 


In contrast, financial requirements/surplus 


measure the difference between cash coming in 
to the government and cash going out. Financial 
requirements/surplus differ from the budgetary 
balance, as the former includes transactions 

in loans, investments and advances, federal 
employees’ pension accounts, other specified 
purpose accounts, and changes in other financial 


assets and liabilities. These activities are 


included as part of non-budgetary transactions. 
The conversion from accrual to cash is also 


reflected in non-budgetary transactions. 
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Table 2 


Budgetary revenues 


May 


April to May 
1998 Ee. Change 1998-99 1999-00 Change 
(millions of dollars) (%) (millions of dollars) (%) 
Income taxes 
Personal income tax 6,288 7,038 11.9 12,496 13,518 8.2 
Corporate income tax 1,644 1,424 -13.4 2,886 DES VG -13.2 
Other income tax revenue 143 Loy 6.3 429 aw fs 34.0 
Total income tax 8,075 8,614 6.7 15,811 16,599 5.0 
Employment insurance premium revenues 1,795 1,800 0.3 3,943 3,587 Le 
Excise taxes and duties 
Goods and services tax 1,244 jer fay! 40.8 3,047 3,849 26.3 
Customs import duties 146 156 6.8 320 338 5.6 
Sales and excise taxes 694 719 3.6 (5S 1,342 Del 
Total excise taxes and duties 2,084 2,626 26.0 4,682 D929 18.1 
Total tax revenues 11,954 13,040 9.1 24,036 Day fe) TA) 
Non-tax revenues 392 625 -17.6 810 799 -1.4 
Total budgetary revenues 12,346 13,363 $.2 24,846 26,514 6.7 


Non-budgetary transactions resulted in a net 

- source of funds of $0.9 billion in April/May 
1999, down $0.3 billion from the net source 
in the same period last year. As a result, there 
was a financial surplus (excluding foreign 
exchange transactions) of $4.2 billion in the 
April/May 1999 period, compared to a financial 
surplus of $3.3 billion recorded in the same 

_ period last year. 


Net financial surplus of $4.7 billion 


_ Foreign exchange transactions represent all 

_ transactions in international reserves held in 

_the Exchange Fund Account. The purpose of the 
Exchange Fund Account is to promote order and 
stability in the foreign exchange market. It fulfills 
this function by buying foreign exchange (selling 
Canadian dollars) when there is upward pressure 
on the value of the Canadian dollar and selling 
foreign exchange (buying Canadian dollars) 
when there is downward pressure. The buying 

of Canadian dollars represents a source of funds 
from exchange fund transactions, while the 
selling of Canadian dollars represents a 
requirement. Changes in foreign currency 


liabilities, which are undertaken to change the 
level of Canada’s foreign exchange reserves, also 
impact on foreign exchange transactions. Taking 
all of these factors into account, there was a net 
source of $0.5 billion from foreign exchange 
transactions in the April/May 1999 period, 
compared to a net source of $2.5 billion in the 
same period last year. 


With a budgetary surplus of $3.4 billion, 

a net source of funds of $0.9 billion from 
non-budgetary transactions and a net source 
of funds of $0.5 billion from foreign exchange 
transactions, there was a net financial surplus 
of $4.7 billion in the April/May 1999 period 
compared to a surplus of $5.8 billion in the 
same period last year. 


Net borrowings down $7.1 billion 


With a net financial surplus of $4.7 billion and 

a reduction in cash balances of $2.4 billion 

in April/May 1999, the government retired 

$7.1 billion of market debt in this period. 

Cash balances at the end of May 1999 amounted 
to $6.9 billion. 
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Table 6 
Condensed statement of assets and liabilities 


i? March at 1999 ; May 31, 1999 Change | 


(millions of dollars) 


Liabilities 
Accounts payable, accruals and allowances 
Accounts payable and accrued liabilities 18,911 22,319 3,408 
Interest and matured debt WSTA! 7,604 230 
Allowances 12,804 10,917 -1,887 
Total accounts payable, accruals and allowances 39,089 40,840 hye 


Interest-bearing debt 
Pension and other accounts 


Public sector pensions [21342 122, 23 68 | 
Canada Pension Plan (net of securities) 6,794 72239 445 
Other pension and other accounts AN Sy) I 4,545 -6 
Total pension and other accounts 132,687 133,807 1,120 


Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 295,599 299,855 4,300 
Treasury bills 96,950 87,000 -9,950 
Canada Savings Bonds 28,087 27 A457 -630 
Other 4,063 4,889 826 
Subtotal 424,655 419,201 -5,454 

Payable in foreign currencies 
Marketable bonds 23, 176 24,621 1,445 
Canada bills 10,230 L912 -2,258 
Canada notes 1,863 L261 -602 
Subtotal 35,269 33,854 -1,415 
Total unmatured debt 459,924 453,055 -6,869 
Total interest-bearing debt 592,611 586,862 -5,749 
Total liabilities 631,700 627,702 -3,998 

Assets 

Cash and accounts receivable 8,730 T3362 -1,368 
Foreign exchange accounts 33,446 33,949 503 
Loans, investments and advances (net of allowances) 12,824 13,042 218 
Total assets 55,000 54,353 -647 
Accumulated deficit (net public debt) 576,700 573,349 -3,351 
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Table 3 
Budgetary expenditures 
May April to May 
1998 1999 Change 1998-99 1999-00 Change 
(millions of dollars) (%) (millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,878 1,878 0.0 3,699 3,749 1.4 
Employment insurance benefits 881 943 7.0 1,995 2022 1.4 
Total Doo 2,821 2.2 5,694 st 1.4 
Other levels of government 
Canada Health and Social Transfer 1,041 1,042 0.1 2,083 2,083 0.0 
Fiscal transfers 897 991 10.5 1,539 | RA ees) 09) 
Alternative Payments for Standing Programs -188 -198 3) -375 -375 0.0 
Total 1,750 INepoie is) 4.9 3,247 3,443 6.0 
Direct program spending 
Subsidies and other transfers 
Agriculture 9 46 411.1 14 47 2S Jai 
Foreign Affairs 65 138 L238 166 LoS Wiss 
Health 62 61 -1.6 146 116 -20.5 
Human Resources Development 170 56 -67.1 228 83 -63.6 
Indian and Northern Development ZAG 229 3) 99> 1,058 6.3 
Industry and Regional Development 60 64 Om ey 155 17.4 
Veterans Affairs LS 114 0.9 DBs | 12024 | 0.0 
Other 167 102 -38.9 358 296 -17.3 
Total 863 810 -6.1 2,266 De) -3.9 
Payments to Crown corporations 
Canadian Broadcasting Corporation 23 42 82.6 170 3) -8.8 
Canada Mortgage and Housing Corporation js) 150 -14.3 300 205 -1.7 
Other 3y/ 60 33 174 215 23.6 
Total pa) 22 -1.2 644 665 68) 
Operating and capital expenditures 
Defence 660 699 5.9 1,104 1,238 1271 
All other departmental expenditures 1,437) 1,589 10.6 2,633 2,945 11.8 
Total 2,097 2,288 9.1 S37 4,183 We) 
Total direct program spending 35215 3,590 4.2 6,647 we025 ay) 
Total program expenditures 7,724 8,006 ok 15,588 16,239 4.2 
Public debt charges 3,593 yay by = 7,046 6,924 -1.7 
Total budgetary expenditures on 1 Sis 1.8 22,634 23,163 2.3 


Memorandum item: 
Total transfers S572 5,466 7 £207 11,391 1.6 


Table 4 


The budgetary balance and financial requirements/surplus 
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May April to May 
1998 eee 1998-99 _ 1999200 
(millions of dollars) 
Budgetary balance (deficit/surplus) 1029 1,845 DED Oe 65) 
Loans, investments and advances 
Crown corporations 26 -42 7 -106 
Other 46 is 47 324 
Total a2 -27 174 218 
Specified purpose accounts 
Canada Pension Plan Account 850 665 1,449 445 
Superannuation accounts 260 317 600 681 
Other 15 -28 — -6 
Total iPS 954 2,024 1,120 
Other transactions Showa! 3,514 -1,061 -468 
Total non-budgetary transactions 4,594 4,441 Deal 37 870 
Financial requirements/surplus 
(excluding foreign exchange transactions) 3025 6,286 3,349 4,221 
Foreign exchange transactions 1,178 1435 2,465 503 
Net financial balance 6,801 7,421 5,814 4,724 
Table 5 
Net financial balance and net borrowings 
May April to May 
1998 1999 1998-99 1999-00 
(millions of dollars) 
Net financial balance 6,801 TA21 5,814 4,724 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds 3,900 4,300 3,900 4,300 
Canada Savings Bonds -365 -137 -994 -223 
Treasury bills -8,900 -5,900 -13,100 -9 950 
Other 56 227 55 826 
Subtotal -5,309 -1,510 -10,139 -5,047 
Less: Government’s holding of unmatured debt 89 49 lig 106 
Total -5,220 -1,461 -9,960 -4,941 
Payable in foreign currencies 
Marketable bonds re e3 EA a 
Notes and loans = = = a 
Canada bills -462 -966 -1,279 -2,199 
Canada notes = = = = 
Total -462 -966 -1,279 -2,199 
Net change in borrowings 25.682 52407 -11,239 -7,140 
Change in cash balance 1,119 4,994 ADS -2,416 
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Highlights of financial results for June 1999 


Budgetary surplus down $0.8 billion 
in June 1999 


¢ Net goods and services tax (GST) 
collections declined 25.5 per cent, largely 
due to the timing of payments, which 
overstated the net increase in revenues in 
the first two months of 1999-2000. Customs 
import duties advanced 53.5 per cent, while 
other excise taxes and duties were up 

fiscal balance was expected in June 1999 as Zo) percent: 


There was a budgetary surplus of $1.4 billion 
in June 1999, down $0.8 billion from the 
surplus of $2.2 billion recorded in June 1998. 
As indicated in the last Fiscal Monitor, a lower 


the year-over-year improvement in the first 
two months of 1999-2000 was primarily 
attributable to timing considerations. 


Within program spending, all components 
were higher with the exception of major 


ao transfers to persons and defence. 
Budgetary revenues were down $0.4 billion, 
e Major transfers to persons were down slightly, 


as lower employment insurance benefits more 
than offset an increase in elderly benefits. 


or 3.0 per cent, while program spending 

increased $0.4 billion, or 4.7 per cent. 

Public debt charges were unchanged. 

e Major transfers to other levels of government 
were up 5.4 per cent, reflecting higher 
Equalization entitlements. As indicated in the 
1999 budget, Equalization entitlements were 
revised up significantly due to historical data 
revisions indicating much stronger economic 
growth in Ontario than in the Equalization- 


_ Among the major revenue components: 


_¢ Personal income tax collections were down 
2.1 per cent. This decline was primarily 
attributable to the timing of receipts, which 
overstated collections in the previous two 


months. In addition, refunds relating to the 
1998 taxation year were higher. 


¢ Corporate income tax collections declined 
2.4 per cent, in part reflecting the weakness 
in profits in 1998. 


‘© Employment insurance premium revenues 
were virtually unchanged, as the effect of 
the decline in the premium rates on overall 
premium revenues (the employee rate for 
1999 is $2.55 per $100 of insurable earnings 
compared to $2.70 in 1998) was offset 
by an increase in the number of 
people employed. 


recelving provinces. 


The increase in subsidies and other transfers 
reflects timing considerations. Over the course 
of the fiscal year, this component 1s expected 
to be lower than in 1998-99. 


Payments to Crown corporations were up 
marginally, again primarily due to the timing 
of payments. 


e The increase in operating and capital 


expenditures reflects the impact of wage 
settlements as well as systems difficulties 
in the allocation of spending among the 
other compenents. 
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Table 1 
Summary statement of transactions 


June April to June 
1998 1999 1998-99 1999-00 
(millions of dollars) 
Budgetary transactions 

Revenues 135853 13,432 38,699 39,945 
Program spending -8,160 -8,541 -23,748 -24,780 
Operating surplus 5,693 4,891 14,951 [2168 
Public debt charges -3,464 -3,464 -10,510 -10,388 
Budgetary balance (deficit/surplus) Py SIONS) 1,427 4.44] 417m 
Non-budgetary transactions -3,457 -6,272 -2,318 -5,401 

Financial requirements/surplus (excluding 
foreign exchange transactions) -1,228 -4,845 ZADS -624 
Foreign exchange transactions 1,163 1273 3,029 -770 
Net financial balance -65 -6,118 Ssfo2 -1,394 
Net change in borrowings 1,469 2,417 -9,770 -4,723 
Net change in cash balances 1,404 -3,701 -4,018 -6,117 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 


Year-to-date: budgetary surplus 
of $4.8 billion 


Over the first three months of fiscal year 
1999-2000, the budgetary surplus was estimated 
at $4.8 billion, up $0.3 billion from the surplus 
recorded in the same period of 1998-99. The 
year-over-year improvement in the budgetary 
surplus will be affected in upcoming months 
by the tax reduction measures announced in 
the 1999 budget, which became effective 

July 1, 1999, as well as the 1998 budget 
measure to increase the Canada Child 

Tax Benefit (CCTB). 


Budgetary revenues were up $1.2 billion, or 

3.2 per cent, on a year-over-year basis. All major 
components were up with the exception of 
corporate income tax revenues. 


* Personal income tax collections were up 
$0.9 billion, or 4.7 per cent. This increase was 
due to both higher taxes paid on filing, related 
to the 1998 taxation year, and continued 
increases in receipts from monthly deductions 


from employment income, due to increases in 
the number of people employed. The results 
to date were dampened by higher personal 
income tax refunds related to the 1998 
taxation year and by higher CCTB payments, 
reflecting increases announced in 

previous budgets. 


Corporate income tax revenues were down 
$0.4 billion, or 8.9 per cent, due to the decline 
in corporate profits witnessed in 1998. 
Although corporate profits are estimated to 
have picked up in the first half of 1999, 
refunds related to overpayments with respect 
to taxation year 1998 and instalment 
payments based on 1998 liabilities are 
dampening revenues to date in 1999-2000. 


Employment insurance premium revenues 
were up marginally, as the effect of the 
decline in the premium rates on overall 
premium revenues (the employee rate for 
1999 is $2.55 per $100 of insurable earnings 
compared to $2.70 in 1998) was offset by 
an increase in the number of employed. 


| 
| 
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Table 2 
Budgetary revenues 
June __ April to June 
1998 1999 Change 1998-99 1999-00 Change 
(millions of dollars) (%) (millions of dollars) (%) 
Income taxes 
Personal income tax 6,490 6,354 -2.1 18,986 19,872 4.7 
Corporate income tax 1,831 TST -2.4 471.6 4,294 -8.9 
Other income tax revenue 184 203 10.3 613 778 26.9 
Total income tax 8,505 8,344 -1.9 24315 24,944 26 
Employment insurance premium revenues RTS als 0.2 Sls 5,366 0.9 
Excise taxes and duties 
Goods and services tax 2,050 15528 =2 5:5 5,097 Dew! Se) 
Customs import duties 185 284 S685) 504 622 23.4 
Sales and excise taxes 804 826 eel 2,118 2,169 pay! 
Total excise taxes and duties 3,039 2,638 -13.2 7,719 8,168 5.8 
Total tax revenues 13,319 12,761 -4.2 BYE e ey? 38,478 3.0 
Non-tax revenues 534 671 Dc 1347, 1,467 8.9 
Total budgetary revenues 13,853 13,432 -3.0 38,699 39,945 3 


¢ Net GST collections were up $0.3 billion, 
or 5.5 per cent, consistent with the growth in 
consumer expenditures subject to this tax. 


¢ Customs import duties were up, as the growth 
in imports more than offset the impact of tariff 
reductions. The increase in other excise taxes 
and duties was widespread. 


¢ Non-tax revenues, consisting of the return 
on investments and other non-tax revenues, 
such as fees and proceeds from sales, were 
up $0.1 billion or 8.9 per cent. This 
component of budgetary revenues is quite 
volatile, reflecting the timing of receipts. 


_ Program spending increased by $1.0 billion, 
_ or 4.3 per cent, in the April to June 1999 period 


over the same period last year. This increase was 
spread among all major components with the 
exception of subsidies and other transfers. 


| Major transfers to persons were up slightly, as 


lower employment insurance benefits partially 
offset higher elderly benefit payments. The 
higher elderly benefits reflect an increase in 


the number of individuals eligible for benefits 
and higher average benefits, which are 
indexed to inflation. The slight decline in 
employment insurance benefit payments was 
primarily due to a decline in the number of 
beneficiaries, which reflected a reduction 

in the number of unemployed. 


Major transfers to other levels of government 
were up 5.8 per cent, reflecting much higher 
fiscal transfers, most notably for Equalization, 
as explained above. 


Direct program spending, consisting of total 
program spending less the major transfers to 
persons and other levels of government, 
increased by $0.7 billion, or 6.6 per cent. This 
component includes subsidy and other transfer 
payments, payments to Crown corporations, 
and the operating and capital costs of 
government, including defence. This 
component was affected by the timing of 
payments, the lifting of the wage freeze and 
the effect of new initiatives announced in 

the February 1999 budget. 


The Fiscal Monitor 


Table 3 
Budgetary expenditures 
June April to June 
1998 CaM Change 1998-99 1999-00 Change 
(millions of dollars) (%) (millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,868 1,882 0.7 5,567 2031 1.1 
Employment insurance benefits 804 769 -4.4 2199 pea he M -0.3 
Total 2,672 2,001 -0.8 8,366 8,422 Og 
Other levels of government 
Canada Health and Social Transfer 1,042 1,042 0.0 S515 3,125 0.0 
Fiscal transfers 776 866 11.6 DoS 2,601 124 
Alternative Payments for Standing Programs -186 -188 I -560 -563 0.5 
Total 1,632 1,720 5.4 4,880 5,163 5.8 
Direct program spending 
Subsidies and other transfers 
Agriculture 42 31 -26.2 56 78 395 
Foreign Affairs 98 34 -65.3 263 229 -12.9 
Health 94 146 35:3 UES) 262 9.6 
Human Resources Development 207 193 -6.8 436 276 -36.7 
Indian and Northern Development S12 334 fal 1,306 1392 6.6 
Industry and Regional Development 105 108 29 238 263 10.5 
Veterans Affairs LL: 114 1.8 339 341 0.6 
Other 144 202 40.3 502 498 -0.8 
Total 1,114 [5162 4.3 32379 Seoee) -1.2 
Payments to Crown corporations 
Canadian Broadcasting Corporation 60 50 -16.7 230 205 -10.9 
Canada Mortgage and Housing Corporation 15:7 150 -4.5 457 445 -2.6 
Other 70 95 plore! 244 310 210 
Total 287 295 2.8 931 960 3.1 
Operating and capital expenditures 
Defence 779 772 -0.9 1,883 2,010 6.7 
All other departmental expenditures 1,676 1,941 15.8 4,309 4,886 13.4 
Total 2,455 PTH) 10.5 O97 6,896 11.4 
Total direct program spending 3,856 4,170 8.1 10,502 11,195 6.6 
Total program expenditures 8,160 8,541 4.7 23,748 24,780 4.3 
Public debt charges 3,464 3,464 0.0 10,510 10,388 -1.2 
Total budgetary expenditures 11,624 12,005 323 34,258 35,168 2a 
Memorandum item: 
1.8 


Total transfers 5,418 525355 Del 16,625 16,924 
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Table 4 


The budgetary balance and financial requirements/surplus 


June April to June 
1998 1999 1998-99 1999-00 
(millions of dollars) 
Budgetary balance (deficit/surplus) 2,229 1,427 4,441 4,777 
Loans, investments and advances 
Crown corporations 28 -32 12) -137 
Other -58 87 -11 410 
Total -30 55 144 213 
Specified purpose accounts 
Canada Pension Plan Account -451 -175 998 Pag is 
Superannuation accounts 366 381 967 1,062 
Other -2] -101 -45 -107 
Total -106 105 1,920 1226 
Other transactions -3,321 -6,432 -4,382 -6,900 
Total non-budgetary transactions -3,457 -6,272 -2,318 -5,401 
Financial requirements/surplus 
(excluding foreign exchange transactions) -1,228 -4,845 223 -624 
Foreign exchange transactions 1163 -1,273 3,629 -770 
Net financial balance -65 -6,118 Soe -1,394 
Table 5 
Net financial balance and net borrowings 
June April to June 
1998 19909 1998-99 1999-00 
(millions of dollars) 
Net financial balance -65 -6,118 Doe -1,394 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds 6,323 5,987 1 OF228 10,287 
Canada Savings Bonds -544 -952 leaned -1,175 
Treasury bills -4,500 -2,400 -17,600 -12,350 
Other 1,001 173 1,056 999 
Subtotal 2,280 2,808 -7,858 -2,239 
Less: Government’s holding of unmatured debt 93 66 ZZ 172 
Total 2373 2,874 -7,586 -2,067 
Payable in foreign currencies 
Marketable bonds = = = 7. 
Notes and loans = ws = if 
Canada bills -123 -457 -1,403 -2,656 
Canada notes -781 - -781 _ 
Total -9(0)4 -457 -2,184 -2,656 
Net change in borrowings 1,469 2,417 -9,770 -4,723 
Change in cash balance 1,404 -3,701 -4,018 -6,117 
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Public debt charges were down 1.2 per cent due 
to a decline in the average effective interest rate. 
The stock of interest-bearing debt was up 
somewhat as an increase in pension liabilities 
more than offset a decline in market debt. 


Year-to-date: financial requirement 
of $0.6 billion (excluding foreign exchange 
transactions) 


The budgetary balance is presented on a 
modified accrual basis of accounting, recording 
government liabilities when they are incurred, 
regardless of when the cash payment is made. 
In addition, the budgetary balance includes only 
those activities over which the government 

has legislative control. 


In contrast, financial requirements/surplus 
measure the difference between cash coming in 
to the government and cash going out. Financial 
requirements/surplus differ from the budgetary 
balance as the former includes transactions in 
loans, investments and advances, federal 
employees’ pension accounts, other specified 
purpose accounts, and changes in other financial 
assets and liabilities. These activities are 
included as part of non-budgetary transactions. 
The conversion from accrual to cash is also 
reflected in non-budgetary transactions. 


Non-budgetary transactions resulted in a net 
requirement of $5.4 billion in the first three 
months of 1999-2000, compared to a net 
requirement of $2.3 billion in the same period 
last year. This increase was largely attributable 
to the payment to a third-party trust of the 
$3.5-billion Canada Health and Social Transfer 
cash supplement, as announced in the 

1999 budget. As a result, there was a financial 
requirement (excluding foreign exchange 
transactions) of $0.6 billion in the April to 
June 1999 period, compared to a financial 
surplus of $2.1 billion recorded in the same 
period last year. 


Year-to-date: net financial requirement 
of $1.4 billion (including foreign exchange 
transactions) 


Foreign exchange transactions represent all 
transactions in international reserves held in 

the Exchange Fund Account. The purpose of 
the Exchange Fund Account is to promote order 
and stability in the foreign exchange market. It 
fulfills this function by buying foreign exchange 
(selling Canadian dollars) when there is upward 
pressure on the value of the Canadian dollar 
and selling foreign exchange (buying Canadian 
dollars) when there is downward pressure. The 
buying of Canadian dollars represents a source 
of funds from exchange fund transactions, 
while the selling of Canadian dollars represents 
a requirement. Changes in foreign currency 
liabilities, which are undertaken to change the 
level of Canada’s foreign exchange reserves, 
also impact on foreign exchange transactions. 
Taking all of these factors into account, there 
was a net requirement of $0.8 billion in the 
April to June 1999 period, compared to a net 
source of $3.6 billion in the same period 

last year. 


With a budgetary surplus of $4.8 billion, 

a net requirement of $5.4 billion from 
non-budgetary transactions and a net 
requirement of $0.8 billion from foreign 
exchange transactions, there was a net financial 
requirement of $1.4 billion in the April to 

June 1999 period compared to a net source 

of $5.8 billion in the same period last year. 


Year-to-date: net borrowings 
down $4.7 billion 


Although there was a net financial requirement 
of $1.4 billion in the April to June 1999 period, 
the government has retired $4.7 billion of 
market debt to the end of June 1999 through 

a $6.1-billion reduction in its cash balances. 
Cash balances at the end of June 1999 
amounted to $3.2 billion. 
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Table 6 
Condensed statement of assets and liabilities 


March 31, 1999 June 30, 1999 Change 


(millions of dollars) 


Liabilities 
Accounts payable, accruals and allowances 
Accounts payable and accrued liabilities ESOT 19,340 429 
Interest and matured debt 7,374 6,006 -1,368 
Allowances 12,804 10,917 -1,887 
Total accounts payable, accruals and allowances 39,089 36,263 -2,826 


Interest-bearing debt 
Pension and other accounts 


Public sector pensions 121,342 122,404 1,062 
Canada Pension Plan (net of securities) 6,794 7,065 271 
Other pension and other accounts Al S)5)II 4,444 -107 
Total pension and other accounts 132,687 133,915 1,226 


Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 295,555 305,841 10,286 
Treasury bills 96,950 84,600 -12,350 
Canada Savings Bonds 28,087 DUS IB! -513 
Other 4,063 5,062 999 
Subtotal 424,655 ADS O77 -1,578 

Payable in foreign currencies 
Marketable bonds 23,116 24,569 1,393 
Canada bills 10,230 PLS -2,715 
Canada notes 1,863 1,261 -602 
Subtotal 35,269 33,345 -1,924 
Total unmatured debt 459,924 456,422 =3, 502 
Total interest-bearing debt 592,611 590,335 =). 216 
Total liabilities 631,700 626,598 -5.102 

Assets 

Cash and accounts receivable 8,730 7362 -1,368 
Foreign exchange accounts 33,446 34,216 770 
Loans, investments and advances (net of allowances) 12,824 13,097 273 
Total assets 55,000 54,675 -325 


| Accumulated deficit (net public debt) 576,700 571,923 ASTD 
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Table 7 
Debt Servicing and Reduction Account (DSRA) | 
1991-92 1992-93 1993-94 1994-95 1995-96 1996-97 1997-98 
(millions of dollars) 
Gross GST collected 29,564 30,516 32.0525 BOG le 38,048 40,733 46,986 
Less: 
Refunds and rebates 12,134 13,145 14,271 N10 Ns 18,874 19,782 24,633 
Quarterly low-income credit DEG 2503 2,685 2,816 2,799 DAS 2,892 
Net GST 15,168 14,868 15,696 16,787 [G39 18,079 = 19,461 
GST penalties and interest received 19 Til 90 129 135 159 127 
Gains from wind-up of interest in 
Crown corporations/disposal of shares Ds 110 525 
Gifts to the Crown 0.4 0.1 0.2 0.5 0.3 0.3 0.176 
Proceeds to DSRA 15590 15,050 15,786 16,916 16,835 185238") 195588 


Source: Public Accounts of Canada. 


The Debt Servicing and Reduction Account 


In June 1991, legislation to establish the 

Debt Servicing and Reduction Account 
received Royal Assent. As a result, effective 
April 1, 1991, all GST revenues net of the 
applicable input tax credits, rebates and the 
low-income credit, along with net proceeds 
from the sale of Crown corporations and gifts 
to the Crown identified for debt reduction, 
must, by law, go directly to the Debt Servicing 


and Reduction Account. The funds in this 
Account can only be used to pay the cost of 
servicing the public debt and ultimately to 
reduce the debt. The Account is audited on an 
annual basis by the Auditor General of 
Canada. In his “Observations” on the 1996-97 
financial statements, the Auditor General 
questioned the need for this Account, given 
the fundamental concept of the Consolidated 
Revenue Fund. The government has indicated 
that it would review this issue. 
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Highlights of financial results for July 1999 


Budgetary surplus of $0.8 billion 
in July 1999 


collections advanced by 2.3 per cent. 
Customs import duties declined by 

11.2 per cent, largely due to the timing of 
payments, which overstated the net increase 
in the first three months of 1999-2000. 
Other excise taxes and duties were 

virtually unchanged. 


There was a budgetary surplus of $0.8 billion 

in July 1999, down $0.5 billion from the 

surplus of $1.3 billion recorded in July 1998. 

Most of the year-over-year decline in the 

surplus was attributable to a $0.4-billion 

decline in budgetary revenues. ¢ Non-tax revenues were up 11.3 per cent, 


primarily reflecting the timing of receipts. 
Among the major revenue components: 


Program spending advanced by 0.3 per cent 

on a year-over-year basis, with declines in major 
transfers to persons and direct program spending 
virtually offsetting the increase in major 
transfers to other levels of government. 


¢ Personal income tax collections were 
down 8.2 per cent. This decline was primarily 
attributable to the timing of receipts, which 
overstated collections in the previous three 
months. In addition, refunds relating to the 


1998 taxation year and payments under the ¢ Major transfers to persons were down 


Canada Child Tax Benefit (CCTB) were 
higher. The monthly results were also 

dampened by the impact of the tax relief 
measures announced in the 1999 budget. 


¢ Corporate income tax collections declined 
2.7 per cent, in part reflecting the weakness 
in profits in 1998. 


¢ Employment insurance (EI) premium 


revenues were down 2.0 per cent, as the 
effect of the decline in the premium rates 
(the employee rate for 1999 is $2.55 per 
$100 of insurable earnings compared to 
$2.70 in 1998) more than offset an increase 
in the number of people employed. 


¢ Net goods and services tax (GST) collections 


0.8 per cent, as lower EI benefits, reflecting 
fewer unemployed, more than offset the 
increase in elderly benefits. 


Major transfers to other levels of government 
were up 3.7 per cent, reflecting higher 
Equalization entitlements. As indicated in 

the 1999 budget, Equalization entitlements 
were revised up significantly due to historical 
data revisions which indicated much stronger 
economic growth in Ontario than in the 
Equalization-receiving provinces. 


Direct program spending declined by 

0.3 per cent, with an increase of 7.8 per cent 
in subsidies and other transfers offsetting 
declines in payments to Crown corporations 
and operating and capital expenditures. 


were up 14.8 per cent, largely attributable to 
lower refunds, which were down 8.9 per cent 
on a year-over-year basis. In contrast, gross 


Developments within direct program spending 
. vg »primarily reflect the timing of payments. 
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Table | 
Summary statement of transactions 


July April to July 


1998 1999 1998-99 1999-00 


Budgetary transactions 
Revenues 


Program spending 
Operating surplus 
Public debt charges 


Budgetary balance (deficit/surplus) 


Non-budgetary transactions 


Financial requirements/surplus (excluding 
foreign exchange transactions) 


Foreign exchange transactions 


Net financial balance 
Net change in borrowings 


Net change in cash balances 


(millions of dollars) 


12,664 51,760 52,609 

-8,358 -8,384 -32,106 -33,163 
4,703 4,280 19,654 19,446 
-3,448 -3,506 -13,958 -13,895 
as) 774 5,696 d,55 
el alksys' 19 -3,470 -5,381 
102 poD DEIN 170 
-2,420 1,305 1,208 335 
-2,318 2,098 3,434 705 
880 2,458 -8,892 -2,265 
-1,438 4,556 -5,458 -1,560 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 


Public debt charges were up 1.7 per cent, 
primarily reflecting an increase in the stock of 
interest-bearing debt, as the average effective 
interest rate was unchanged. 


Year-to-date: budgetary surplus 
down $145 million 


Over the first four months of fiscal year 
1999-2000, the budgetary surplus was estimated 
at $5.6 billion, down $0.1 billion from the 
surplus of $5.7 billion recorded in the same 
period of 1998-99. The year-over-year change 
in the budgetary surplus will be affected 

in upcoming months by the tax reduction 
measures announced in the 1999 budget, 

which became effective July 1, 1999, as well 


as the 1998 budget measure to increase 
there CIB, 


Budgetary revenues were up $0.8 billion, 

or 1.6 per cent on a year-over-year basis. All 
major components were up with the exception 
of corporate income tax revenues. 


e Personal income tax collections were up 
$0.4 billion, or 1.4 per cent. This increase 
was due to both higher taxes paid on filing, 
related to the 1998 taxation year, and 
increases in receipts from monthly deductions 
from employment income, due to increases 
in the number of people employed. However, 
there has been a slowdown in the rate of 
growth of receipts from monthly deductions, 
reflecting the impact of the tax relief 
measures announced in the 1998 and 
1999 budgets. In addition, the results to date 
were further dampened by higher personal 
income tax refunds related to the 1998 
taxation year and higher CCTB payments, 
reflecting increases announced in 
previous budgets. 
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Table 2 


Budgetary revenues 


July April to July 
1998 1999 Change 1998-29 1999-00 Change 
(millions of dollars) (%) (millions of dollars) (%) 
Income taxes 
Personal income tax Goo 5,998 -8.2 24g) 25,870 1.4 
Corporate income tax Pie 1,666 2) 6,428 5,959 -7.3 
Other income tax revenue 220 197 -10.5 833 975 17.0 
Total income tax 8,463 7,861 -7.1 32,778 32,804 0.1 
Employment insurance premium revenues vip? 1,697 -2.0 TOSI 7,063 0.2 
Excise taxes and duties 
Goods and services tax 1,545 L773 14.8 6,642 7,149 TG 
Customs import duties 251 223 -11.2 756 845 11.8 
Sales and excise taxes (P24 G25 0.1 2,843 2,894 1.8 
Total excise taxes and duties 2,52) DN 8.0 10,241 10,888 6.3 
Total tax revenues Dera ks) 12,279 -3.4 50,070 50,755 1.4 
Non-tax revenues 346 385 Kiss 1,690 1,854 9.7 
Total budgetary revenues 13,061 12,664 -3.0 51,760 52,609 1.6 


¢ Corporate income tax revenues were down 


$0.5 billion, or 7.3 per cent, due to the 

decline in corporate profits witnessed in 1998. 
Although corporate profits are estimated to 
have picked up in the first half of 1999, 
refunds related to overpayments with respect 
to taxation year 1998 and instalment payments 
based on 1998 liabilities are dampening 
revenues to date in 1999-2000. 


EI premium revenues were up marginally, 

as the effect of the decline in the premium 
rates (the employee rate for 1999 is 

$2.55 per $100 of insurable earnings 
compared to $2.70 in 1998) was offset by an 
increase in the number of people employed. 


Net GST collections were up $0.5 billion, 

or 7.6 per cent, while customs import duties 
were up 11.8 per cent. The growth in revenues 
in these components to date continues to be 
affected by timing considerations. The growth 
rates should come down in coming months 
and be more reflective of the growth in the 
respective tax bases. Sales and excise taxes 
and duties were up 1.8 per cent. 


¢ Non-tax revenues, consisting of the return 
on investments and other non-tax revenues, 
such as fees and proceeds from sales, were up 
$0.2 billion or 9.7 per cent. This component 
of budgetary revenues is quite volatile, 
reflecting the timing of receipts. 


Program spending increased by $1.1 billion, 

or 3.3 per cent, in the April to July 1999 period, 
compared to the same period last year. 

This increase was spread among all major 
components with the exception of payments 

to Crown corporations. 


¢ Major transfers to persons were up slightly, 
as higher elderly benefit payments more than 
offset the decline in EI benefits. The higher 
elderly benefits reflect an increase in the 
number of individuals eligible for benefits and 
higher average benefits, which are indexed to 
inflation. The decline in EI benefit payments 
was primarily due to a decline in the number 
of beneficiaries, reflecting a reduction in the 
number of people unemployed. 
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Table 3 
Budgetary expenditures 


July April to July 
1998 190° Change 1998-99 1999-00 Change 
(millions of dollars) (%) (millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits 13929 1,986 3.0 7,497 EO IG 
Employment insurance benefits 873 793 “O72 Sera 3,584 -2.4 
Total 2,802 2.179 -0.8 L168. sii 01 0.3 
Other levels of government 
Canada Health and Social Transfer 1,042 1,042 0.0 4,167 4,167 0.0 
Fiscal transfers 817 880 Tee CRY: 3,481 ET 
Alternative Payments for Standing Programs -187 -188 OR) -747 -750 0.4 
Total 1,672 1,734 a7 6,552 6,898 Be) 
Direct program spending 
Subsidies and other transfers 
Agriculture 74 18 Vos 10) 96 -26.2 
Foreign Affairs 107 127 18.7 370 356 -3.8 
Health 84 47 -44.0 324 309 -4.6 
Human Resources Development TD 150 105.5 509 426 -16.3 
Indian and Northern Development Pa 278 2.6 ads 1,670 5.8 
Industry and Regional Development 105 136 NS) 343 390 16.3 
Veterans Affairs 114 ey, 2.6 453 458 bet 
Other 185 219 18.4 686 U7 4.5 
Total 1,013 1,092 718 4,393 4,43] LW!) 
Payments to Crown corporations 
Canadian Broadcasting Corporation 60 50 -16.7 290 pes ~[21 
Canada Mortgage and Housing Corporation 140 150 ial ae) 595 -0.3 
Other 121 85 -29.8 365 Sib) 8.2 
Total Syl 285 -11.2 1,252 1,245 -0.6 
Operating and capital expenditures 
Defence 815 801 -1.7 2,698 22 4.2 
All other departmental expenditures ise 1,693 -2.4 6,043 6,576 8.8 
Total 2,550 2,494 -2.2 8,741 9,388 7.4 
Total direct program spending 3,884 Ron al -0.3 14,386 15,064 4.7 
Total program expenditures 8,358 8,384 03 32,106, 933,163 33 
Public debt charges 3,448 3,506 Led, 13,958.79 135895 -0.5 
Total budgetary expenditures 11,806 11,890 OF? 46,064 47,058 22 
Memorandum item: 
Total transfers 5,487 5,605 22 223 22.0 1.9 
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Table 4 


The budgetary balance and financial requirements/surplus 


July April to July 
oS 1999 1998-99 1999-00 
(millions of dollars) 
Budgetary balance (deficit/surplus) 1,255 774 5,696 S55 
Loans, investments and advances 
Crown corporations 392 2g 547 -110 
Other 30 -53 19 357 
Total 422 -26 566 247 
Specified purpose accounts 
Canada Pension Plan Account -514 -472 484 -202 
Superannuation accounts 261 382 1,228 1,445 
Other -13 -18 -57 -125 
Total -266 -108 1,655 1,118 
Other transactions -1,309 153 -5,691 -6,746 
Total non-budgetary transactions -1,153 19 -3,470 -5,381 
Financial requirements/surplus 
(excluding foreign exchange transactions) 102 793 2,226 170 
Foreign exchange transactions -2,420 1305 1,208 535 
Net financial balance -2,318 2,098 3,434 705 
Table 5 
Net financial balance and net borrowings 
July April to July 
1998 199° 1998-99 1999-00 
(millions of dollars) 
Net financial balance -2,318 2,098 3,434 705 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds ~ - 10,223 10,287 
Canada Savings Bonds -283 a2 -1,821 -954 
Treasury bills -3,100 3,150 -20,700 -9,200 
Other SUIS) 247 Ea) 1,246 
Subtotal -2,868 2,019 -10,727 1,379 
Less: Government’s holding of unmatured debt 94 -68 365 105 
Total -2,774 3,051 -10,362 1,484 
Payable in foreign currencies 
Marketable bonds 3,494 - 3,494 — 
Notes and loans = = = P. 
Canada bills 252 -867 15151 53525 
Canada notes -92 -226 -873 -226 
Total 3,654 -1,093 1,470 -3,749 
Net change in borrowings 880 2,458 -8,892 -2,265 
-1,438 4,556 -5,458 -1,560 


Change in cash balance 
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¢ Major transfers to other levels of government 
were up 5.3 per cent, reflecting much higher 
fiscal transfers, most notably for Equalization, 
as explained above. 


¢ Direct program spending, consisting of total 
program spending less the major transfers 
to persons and other levels of government, 
increased by $0.7 billion, or 4.7 per cent. 
This component includes subsidy and other 
transfer payments, payments to Crown 
corporations, and the operating and capital 
costs of government, including defence. 
Developments in this component are affected 
by the timing of payments, as well as the 
lifting of the wage freeze and the effect 
of new initiatives announced in the 
February 1999 budget. 


Public debt charges were down 0.5 per cent 
due to a decline in the average effective interest 
rate. The stock of interest-bearing debt was up 
somewhat as an increase in pension liabilities 
more than offset a decline in market debt. 


Year-to-date: financial surplus 
of $0.2 billion (excluding foreign 
exchange transactions) 


The budgetary balance is presented on a 
modified accrual basis of accounting, recording 
government liabilities when they are incurred, 
regardless of when the cash payment is made. 
In addition, the budgetary balance includes only 
those activities over which the government 

has legislative control. 


In contrast, financial requirements/surplus 
measure the difference between cash coming in 
to the government and cash going out. Financial 
requirements/surplus differ from the budgetary 
balance, as the former includes transactions 

in loans, investments and advances, federal 
employees’ pension accounts, other specified 
purpose accounts, and changes in other financial 
assets and liabilities. These activities are 
included as part of non-budgetary transactions. 
The conversion from accrual to cash is also 
reflected in non-budgetary transactions. 


Non-budgetary transactions resulted in a 

net requirement of $5.4 billion in the first 

four months of 1999-2000, compared to a net 
requirement of $3.5 billion in the same period 
last year. This increase was entirely attributable 
to the payment to a third-party trust of the 
$3.5-billion Canada Health and Social Transfer 
cash supplement, as announced in the 1999 
budget. As a result, there was a financial surplus 
(excluding foreign exchange transactions) of 
$0.2 billion in the April to July 1999 period, 
compared to a financial surplus of $2.2 billion 
recorded in the same period last year. 


Year-to-date: net financial surplus 
of $0.7 billion (including foreign 
exchange transactions) 


Foreign exchange transactions represent all 
transactions in international reserves held in 

the Exchange Fund Account. The purpose of 
the Exchange Fund Account is to promote order 
and stability in the foreign exchange market. It 
fulfills this function by buying foreign exchange 
(selling Canadian dollars) when there 1s upward 
pressure on the value of the Canadian dollar 
and selling foreign exchange (buying Canadian 
dollars) when there is downward pressure. The 
buying of Canadian dollars represents a source 
of funds from exchange fund transactions, 
while the selling of Canadian dollars represents 
a requirement. Changes in foreign currency 
liabilities, which are undertaken to change the 
level of Canada’s foreign exchange reserves, 
also impact on foreign exchange transactions. 
Taking all of these factors into account, there 
was a net source of $0.5 billion in the April to 
July 1999 period, compared to a net source of 
$1.2 billion in the same period last year. 


With a budgetary surplus of $5.6 billion, a net 
requirement of $5.4 billion from non-budgetary 
transactions and a net source of $0.5 billion 
from foreign exchange transactions, there was 
a net financial surplus of $0.7 billion in the 
April to July 1999 period compared to a net 
surpius of $3.4 billion in the same period 

last year. 
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Table 6 
Condensed statement of assets and liabilities 
March 31,1999 July 31,1999 Change. 
(millions of dollars) 
Liabilities 
Accounts payable, accruals and allowances 
Accounts payable and accrued liabilities 18,911 18,274 -637 
Interest and matured debt 7,374 7,505 131 
Allowances 12,804 10,917 -1,887 
Total accounts payable, accruals and allowances 39,089 36,696 -2,393 
Interest-bearing debt 
Pension and other accounts 
Public sector pensions Qe 342 L222. Tike Th 1,445 
Canada Pension Plan (net of securities) 6,794 6,592 -202 
Other pension and other accounts 4,551 4,426 -125 
Total pension and other accounts 132,687 133,805 1,118 
Unmatured debt 
Payable in Canadian dollars 
Marketable bonds 295.59) 305,864 10,309 
Treasury bills 96,950 87,833 -9,117 
Canada Savings Bonds 28,087 PARES -954 
Other 4,063 5,309 1,246 
Subtotal 424,655 426,139 1,484 
Payable in foreign currencies 
Marketable bonds 23,176 25176 
Canada bills 10,230 6,707 -3,523 
Canada notes 1,863 £637 -226 
Subtotal 35,269 31,520 -3,749 
Total unmatured debt 459,924 457,659 -2,265 
Total interest-bearing debt 592,611 591,464 Ay. 
Total liabilities 631,700 628,160 -3,540 
Assets 
Cash and accounts receivable 8,730 9,959 1,229 
Foreign exchange accounts 33,446 33,981 535 
| Loans, investments and advances (net of allowances) 12,824 13071 247 
Total assets 55,000 S011 201 
Accumulated deficit (net public debt) 576,700 571,149 -5,551 
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Year-to-date: net borrowings 
down $2.3 billion 


Although there was a net financial surplus 

of only $0.7 billion in the April to July 1999 
period, the government has retired $2.3 billion 
of market debt to the end of July 1999, primarily 
through a $1.6-billion reduction in its cash 
balances. Cash balances at the end of July 1999 
amounted to $7.7 billion. 
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Highlights of financial results for August 1999 


Budgetary surplus of $0.6 billion 
in August 1999 


There was a budgetary surplus of $0.6 billion 
in August 1999, up $0.4 billion from the 
surplus of $0.2 billion recorded in August 
1998. All of this year-over-year increase 

was due to higher budgetary revenues, up 

$0.7 billion, or 5.7 per cent. Program spending 
was up $0.2 billion, or 2.6 per cent, while 
public debt charges were up $69 million, 
Bie.2 per cent. 


Within budgetary revenues: 


¢ Personal income tax collections were up 
11.2 per cent, with all of the increase 
attributable to higher receipts from deductions 
from employment income. This primarily 
reflects the timing of receipts, as there was 
an extra pay period included in the 
August 1999 results. Most of this increase 
should be offset in September. 


¢ Corporate income tax collections declined 
16.9 per cent, primarily reflecting higher 
refunds attributable to the instalment 
overpayments in 1998-99. 


_ ¢ Employment insurance (EI) premium 
revenues were down 4.7 per cent, as the 
effect of the decline in the premium rates 
(the employee rate for 1999 is $2.55 per $100 
of insurable earnings compared to $2.70 in 
1998) more than offset an increase in the 
number of people employed. 


¢ Net goods and services tax (GST) revenues 
were up 19.8 per cent. Monthly revenues to 
date have been extremely volatile and 


inconsistent with the developments in the 
underlying tax base. Customs import duties 
declined by 41.2 per cent, largely due to 
the timing of payments, which overstated 
the net increase in the first four months 

of 1999-2000. Other excise taxes and duties 
were down 4.7 per cent. 


Non-tax revenues were up 37.2 per cent, 
primarily reflecting the timing of receipts. 


Within program spending: 


¢ Major transfers to persons were up 


3.6 per cent. Elderly benefits advanced 

3.0 per cent, reflecting higher average 
benefits and an increase in the number of 
recipients. EI benefits were up 4.8 per cent, 
largely reflecting timing considerations — 
in July, EI benefits were down 9.2 per cent. 


Major transfers to other levels of 
government were up 5.1 per cent, 
reflecting higher Equalization entitlements. 
As indicated in the 1999 budget, 
Equalization entitlements were revised 

up significantly due to historical data 
revisions which indicated much stronger 
economic growth in Ontario than in the 
Equalization-receiving provinces. 


Direct program spending increased by 

0.9 per cent. Subsidies and other transfers 
were down 17.1 per cent, payments to Crown 
corporations were up 28.3 per cent, while 
operating and capital expenditures were up 
6.8 per cent. Developments within direct 
program spending primarily reflect the 
timing of payments. 
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Table 1 
Summary statement of transactions 


August April to August 
1998 1990 1998-99 1999-00 
(millions of dollars) 
Budgetary transactions 

Revenues 11,800 12,473 63,561 65,081 
Program spending -8,498 -8,720 -40,604 -41,884 
Operating surplus 3,302 Sst) Z 295i, 23197 
Public debt charges -3,124 -3,193 -17,082 -17,087 
Budgetary balance (deficit/surplus) 178 560 D070 6,110 
Non-budgetary transactions 2,174 1,010 -1,296 -4,371 

Financial requirements/surplus (excluding 
foreign exchange transactions) 2552 57.0 4,579 15739 
Foreign exchange transactions 5,68 | -859 6,889 -324 
Net financial balance 8,033 70 11,468 1,415 
Net change in borrowings Loved, 878 -7,314 -1,388 
Net change in cash balances 9,610 1,589 4,154 7H) 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 


Public debt charges were up 2.2 per cent, 
primarily reflecting an increase in the stock 
of interest-bearing debt. 


Year-to-date: budgetary surplus 

at $6.1 billion 

Over the first five months of fiscal year 
1999-2000, the budgetary surplus was 
estimated at $6.1 billion, up $0.2 billion from 
the surplus of $5.9 billion recorded in the 
same period of 1998-99. The year-over-year 
change in the budgetary surplus will be 
affected in upcoming months by the tax 
reduction measures announced in the 1999 
budget, which became effective July 1, 1999, 
as well as the 1998 budget measure to increase 
the Canada Child Tax Benefit (CCTB). 


Budgetary revenues were up $1.5 billion, 

or 2.4 per cent, on a year-over-year basis. 
All major components were up with the 
exception of corporate income tax revenues, 
EI premium revenues and customs 

import duties. 


Personal income tax collections were up 
$0.9 billion, or 3.1 per cent. This increase 
was largely attributable to higher receipts 
from monthly deductions from employment 
income, due to increases in the number of 
people employed and to the inclusion of an 
extra pay period in the year-to-date results. 
Dampening these developments were higher 
personal income tax refunds related to the 
1998 taxation year and higher CCTB 
payments, reflecting increases announced 
in previous budgets. Moving forward, the 
results will be affected by the tax relief 
measures announced in the 1999 budget. 


Corporate income tax revenues were down 
$0.7 billion, or 9.0 per cent, due to the 
decline in corporate profits witnessed in 1998. 
Although corporate profits are estimated to 
have picked up in the first half of 1999, 
refunds related to overpayments with respect 
to taxation year 1998 and instalment 
payments based on 1998 liabilities are 
dampening revenues to date in 1999-2000. 


Table 2 


Budgetary revenues 
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August _April to August 
1998 1999 Change 1998-99 1999-00 Change 
(millions of dollars) (%) (millions of dollars) (%) 
Income taxes 
Personal income tax 5,288 5,878 LE? 30,805 31,748 Sal 
Corporate income tax 1,409 Pei -16.9 7,838 7,130 -9.0 
Other income tax revenue 222 Pea Dipak | 1,055 1,246 18.1 
Total income tax 6,919 320) 5.8 39,698 40,124 bet 
Employment insurance premium revenues 1,607 5351 -4.7 8,658 8,594 -0.7 
Excise taxes and duties 
Goods and services tax 1,870 2,240 19.8 eh 5 2 9,390 10.3 
Customs import duties 277 163 -41.2 10338 1,008 -2.4 
Sales and excise taxes 780 wae -4.7 3,621 3,639 0.5 
Total excise taxes and duties 2,921 3,146 Tie 13,166 14,037 6.6 
Total tax revenues i453 11,997 47 61,522 62,755 2.0 
Non-tax revenues 347 476 SL 2,039 2,326 14.1 
Total budgetary revenues 11,800 12,473 6; 63,561 65,081 2.4 


¢ EI premium revenues were down marginally, 


as the effect of the decline in the premium 
rates was largely offset by an increase in the 
number of people employed. 


Net GST collections were up $0.9 billion, 
or 10.3 per cent, well in excess of the growth 
in the underlying tax base. The growth in 
revenues to date continues to be affected by 
timing considerations, so the growth rate 
should come down in coming months and 
be more reflective of the growth in the 

tax bases. Customs import duties were down 
2.4 per cent, reflecting the impact of tariff 
reductions. Sales and excise taxes and 
duties were up marginally. 


Non-tax revenues, consisting of the return on 
investments and other non-tax revenues, such 
as fees and proceeds from sales, were up 

$0.3 billion, or 14.1 per cent. This component 
of budgetary revenues is quite volatile, 
reflecting the timing of receipts. 


Program spending increased by $1.3 billion, 
or 3.2 per cent, in the April to August 1999 
period, compared to the same period last year. 


e Major transfers to persons were up slightly, 
as higher elderly benefit payments more than 
offset the decline in EI benefits. The higher 
elderly benefits reflect an increase in the 
number of individuals eligible for benefits and 
higher average benefits, which are indexed to 
inflation. The decline in EI benefit payments 
was primarily due to a decline in the number 
of beneficiaries, reflecting a reduction in the 
number of people unemployed. 


¢ Major transfers to other levels of government 
were up $0.4 billion, or 5.3 per cent, 
reflecting much higher fiscal transfers, most 
notably for Equalization, as explained above. 


¢ Direct program spending, consisting of total 
program spending less the major transfers to 
persons and other levels of government, 
increased by $0.7 billion, or 3.9 per cent. 
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Table 3 
Budgetary expenditures 
August April to August 
1998 1999 Change 1998-99 1999-00 Change 
(millions of dollars) (%) (millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,888 1,945 3.0 9,385 9267 eo 
Employment insurance benefits 911 955 4.8 4,582 4,539 -0.9 
Total 2,799 2,900 3.6 13,967 = 14,101 1.0 
Other levels of government 
Canada Health and Social Transfer 1,042 1,042 0.0 5,208 5,209 0.0 
Fiscal transfers 782 866 Oo 3,913 4,347 Dist 
Alternative Payments for Standing Programs -187 -188 0.5 -934 -938 0.4 
Total 1,637 e720 5.1 8,187 8,618 Se 
Direct program spending 
Subsidies and other transfers 
Agriculture 93 SP) -43.0 223 149 “33 
Foreign Affairs 145 ee) 6.9 S15 510 -1.0 
Health 90 121 34.4 414 430 Bee 
Human Resources Development 193 32 -81.5 681 458 32 
Indian and Northern Development 305 261 -14.4 1,883 1,932 ZG 
Industry and Regional Development 153 147 -3.9 496 546 L038 
Veterans Affairs 113 Lis 1.8 566 573 12 
Other 132 114 -13.6 818 831 1.6 
Total 1,204 998 -17.1 5,596 5,429 -3.0 
Payments to Crown corporations 
Canadian Broadcasting Corporation 4 85 03,7, 334 340 1.8 
Canada Mortgage and Housing Corporation 150 150 0.0 747 TAS -0.3 
Other 43 69 60.5 408 464 13a 
Total 237 304 Pie 1,489 1,549 4.0 
Operating and capital expenditures 
Defence 876 1,016 16.0 3,574 3,826 Ta 
All other departmental expenditures 1,745 i382 Zl ON 8,361 Ie 
Total IRS) 2,798 6.8 11,365 12,187 T2 
Total direct program spending 4,062 4,100 0.9 18,450 19,165 3 
Total program expenditures 8,498 8,720 2.6 40,604 41,884 32 
Public debt charges 3,124 3,193 22 L082" 9 U087 0.0 
Total budgetary expenditures eG 22 11,913 Die 57:686 - 58971 2.2 


Memorandum item: 
Total transfers 5,640 5,618 -0.4 27.750) 28,148 1.4 
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Table 4 
The budgetary balance and financial requirements/surplus 
August April to August 
1998 1999 1998-99 1999-00 
(millions of dollars) 
Budgetary balance (deficit/surplus) 178 560 5,875 eG, E10 
Loans, investments and advances 
Crown corporations 62 60 609 -50 
Other 98 -357 117 
Total 160 -297 726 -49 
Specified purpose accounts 
Canada Pension Plan Account -122 -246 361 -448 
Superannuation accounts 300 388 S25 1,833 
Other a2 14 -5 -111 
Total 230 156 1,884 1,274 
Other transactions 1,784 it -3,906 -5,596 
Total non-budgetary transactions 2,174 1,010 -1,296 -4,371 
Financial requirements/surplus 
(excluding foreign exchange transactions) Dixy) 1,570 4,579 L739 
Foreign exchange transactions 5,681 -859 6,889 -324 
Net financial balance 8,033 id 11,468 1,415 
Table 5 
Net financial balance and net borrowings 
August April to August 
1998 1999 1998-99 1999-00 
(millions of dollars) 
Nef financial balance 8,033 aM 11,468 1,415 
Nr:t increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds 2,300 -800 1523 9,487 
Canada Savings Bonds -196 -34 -2,017 -988 
Treasury bills -2,100 1,750 -22,800 -7,450 
Other -24 49 1,547 1,295 
Subtotal -20 965 -10,747 2,344 
Less: Government’s holding of unmatured debt 89 7S 455 278 
Total 69 1,138 -10,292 D022 
Payable in foreign currencies 
Marketable bonds 75 -113 3,509 Ble) 
Notes and loans = = = = 
Canada bills 1,433 -147 282 -3,671 
Canada notes = = -873 -226 
Total 1,508 -260 2,918 -4,010 
Net change in borrowings eo 878 -7,314 -1,388 


Change in cash balance -9,610 1,589 4,154 27 
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This component includes subsidy and other 
transfer payments, payments to Crown 
corporations, and the operating and capital 
costs of government, including defence. 
Developments in this component are affected 
by the timing of payments, as well as the 
lifting of the wage freeze and the effect 

of new initiatives announced in the 

February 1999 budget. 


Public debt charges were virtually unchanged 
from year-earlier levels, as an increase in 

the stock of interest-bearing debt offset the 
impact of a decline in the average effective 
interest rate on that stock. The stock of 
interest-bearing debt was up somewhat as 

an increase in pension liabilities more than 
offset a decline in market debt. 


Year-to-date: financial surplus 
of $1.7 billion (excluding foreign 
exchange transactions) 


The budgetary balance is presented on a 
modified accrual basis of accounting, 
recording government liabilities when they 
are incurred, regardless of when the cash 
payment is made. In addition, the budgetary 
balance includes only those activities over 
which the government has legislative control. 


In contrast, financial requirements/surplus 
measure the difference between cash coming 
in to the government and cash going out. 
Financial requirements/surplus differ from the 
budgetary balance, as the former includes 
transactions in loans, investments and 
advances, federal employees’ pension 
accounts, other specified purpose accounts, 
and changes in other financial assets and 
liabilities. These activities are included as part 
of non-budgetary transactions. The conversion 
from accrual to cash is also reflected in 
non-budgetary transactions: 


Non-budgetary transactions resulted in a net 
requirement of $4.4 billion in the first five 
months of 1999-2000, compared to a net 
requirement of $1.3 billion in the same 
period last year. This increase was entirely 
attributable to the payment to a third-party 
trust of the $3.5-billion Canada Health and 
Social Transfer cash supplement, as 
announced in the 1999 budget. As a result, 
there was a financial surplus (excluding 
foreign exchange transactions) of $1.7 billion 
in the April to August 1999 period, compared 
to a financial surplus of $4.6 billion recorded 
in the same period last year. 


Year-to-date: net financial surplus 
of $1.4 billion (including foreign 
exchange transactions) 


Foreign exchange transactions represent all 
transactions in international reserves held in 
the Exchange Fund Account. The purpose of 
the Exchange Fund Account is to promote 
order and stability in the foreign exchange 
market. It fulfills this function by buying 
foreign exchange (selling Canadian dollars) 
when there is upward pressure on the value 
of the Canadian dollar and selling foreign 
exchange (buying Canadian dollars) when 
there is downward pressure. The buying of | 
Canadian dollars represents a source of func's 
from exchange fund transactions, while the 
selling of Canadian dollars represents a 
requirement. Changes in foreign currency 
liabilities, which are undertaken to change 
the level of Canada’s foreign exchange 
reserves, also impact on foreign exchange 
transactions. Taking all of these factors into 
account, there was a net requirement of 

$0.3 billion in the April to August 1999 period, 
compared to a net source of $6.9 billion in the 
same period last year. 
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Table 6 
Condensed statement of assets and liabilities 


March 31,1999 August 31, 1999 Change 


Liabilities 
Accounts payable, accruals and allowances 
Accounts payable and accrued liabilities 
Interest and matured debt 
Allowances 


Total accounts payable, accruals and allowances 


Interest-bearing debt 
Pension and other accounts 


Public sector pensions 
Canada Pension Plan (net of securities) 
Other pension and other accounts 


Total pension and other accounts 
Unmatured debt 
Payable in Canadian dollars 
Marketable bonds 
Treasury bills 
Canada Savings Bonds 
Other 
Subtotal 


Payable in foreign currencies 
Marketable bonds 
Canada bills 
Canada notes 


Subtotal 
Total unmatured debt 
Total interest-bearing debt 
Total liabilities 


Assets 
Cash and accounts receivable 
Foreign exchange accounts 


Loans, investments and advances (net of allowances) 


Total assets 
Accumulated deficit (net public debt) 


(millions of dollars) 


24,509 15,867 -8,642 
TREN 8,816 -975 
11,016 11,016 0 
45,316 35,699 -9,617 
122,407 124,240 833 
5,427 4,979 -448 
6,724 6,614 -110 
134,558 135,833 L275 
ZI ASE 8055239 9,487 
96,950 89,500 -7,450 
27,662 26,951 -711 
4,063 Sie ee 1,294 
424,427 427,047 2,620 
23,90) 23,794 
10,230 6,559 -3,671 
1,863 1,637 -226 
36,000 31,990 -4,010 
460,427 459,037 -1,390 
594,985 594,870 -115 
640,301 630,569 -9,732 
273 11,279 -3,994 
34,668 34,991 323 
13,536 13,585 49 
63,477 59.555 -3,622 
576,824 570,714 -6,110 
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With a budgetary surplus of $6.1 billion, This net financial surplus was used to retire 
a net requirement of $4.4 billion from $1.4 billion of market debt to the end of 
non-budgetary transactions and a net August 1999. Cash balances at the end of 


requirement of $0.3 billion from foreign August 1999 amounted to $9.3 billion. 
exchange transactions, there was a net 

financial surplus of $1.4 billion in the 

April to August 1999 period compared to 

a net surplus of $11.5 billion in the same 

period last year. 
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Highlights of financial results for September 1999 


Budgetary surplus of $1.9 billion ¢ Excise taxes and duties increased by 


in September 1999 


There was a budgetary surplus of $1.9 billion 
in September 1999, down $0.1 billion from 

the surplus recorded in September 1998, as an 
increase in budgetary revenues (up $0.4 billion, 
or 2.9 per cent) was more than offset by 
increases in program spending (up $0.4 billion, 
or 4.9 per cent) and public debt charges 

(up $0.1 billion, or 2.5 per cent). 


Within budgetary revenues: 


¢ Personal income tax collections were 
up 9.9 per cent. However, about half of 
this increase was attributable to a transfer 
to employment insurance (EI) premium 
revenues in September 1998, which 
depressed personal income tax revenues in 
that month. Most of the remaining increase 
was attributable to continued strength in 
deductions from employment income, 
reflecting an increase in the number of 
people employed. 


¢ Corporate income tax collections 
declined 2.0 per cent, primarily reflecting 
higher refunds attributable to instalment 
overpayments in 1998-99. 


¢ EI premium revenues were down 
20.7 per cent, primarily reflecting the 
September 1998 transfer from personal 
income tax revenues for underpayments 
relating to taxation year 1997. In addition, 
the reduction in the premium rates (the 
employee rate for 1999 is $2.55 per $100 
of insurable earnings compared to $2.70 
in 1998) more than offset an increase in 
the number of people employed. 
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4.1 per cent, roughly in line with the increase 
in the applicable tax base. However, there 
were large variations among the components. 
Net goods and services tax (GST) revenues 
were up 19.2 per cent, with virtually all of 
the increase attributable to GST collected on 
imports. In contrast, customs import duties 
declined 36.7 per cent. Other excise taxes 
and duties were down 18.2 per cent. 


Non-tax revenues declined 20.0 per cent, 
primarily reflecting the timing of receipts. 


Within program spending: 


¢ Major transfers to persons were down 


1.8 per cent. Elderly benefits advanced 

2.9 per cent, reflecting higher average benefits 
and an increase in the number of recipients. In 
contrast, EI benefits were down 13.1 per cent, 
largely reflecting timing considerations, | 
which should be reversed in October. 


Major transfers to other levels of government 
were up 4.9 per cent, reflecting higher 
Equalization entitlements. As indicated in 
the 1999 budget, Equalization entitlements 
were revised up significantly due to historical 
data revisions which indicated much stronger 
economic growth in Ontario than in the 
Equalization-receiving provinces. 

Direct program spending increased by 

9.4 per cent. Most of this increase reflects 
the timing of payments. Subsidies and 

other transfers were up 11.3 per cent, 
following a decline of 17.1 per cent in 
August 1999, Payments to Crown 
corporations were up 9.4 per cent. Increased 
defence spending accounted for most of the 
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Table | 
Summary statement of transactions 


September April to September 
1998 1998 1998-99 1999-00 
4 (millions of dollars) 
Budgetary transactions 

Revenues 13,630 14,031 VOM The as. 
Program spending -8,227 -8,630 -48, 832 -50,514 
Operating surplus 5,403 5,401 ZSsOe 28,599 
Public debt charges -3,376 -3,461 -20,457 -20,549 
Budgetary balance (deficit/surplus) 2,027 1,940 7,902 8,050 
Non-budgetary transactions -986 159 -2,282 -4,211 

Financial requirements/surplus (excluding 
foreign exchange transactions) 2,099 5,620 3,839 
Foreign exchange transactions -1,054 501 5,835 177 
Net financial balance -13 2,600 11,455 4,016 
Net change in borrowings -9,109 -9,312 -16,424 -10,702 
Net change in cash balances =O 122 -6,712 -4,969 -6,686 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 


Public debt charges were up 2.5 per cent, 
primarily reflecting an increase in the stock 
of interest-bearing debt. 


Year-to-date: budgetary surplus 
of $8.0 billion 


Over the first six months of fiscal year 
1999-2000, the budgetary surplus was estimated 
at $8.0 billion, up $148 million from the 
surplus recorded in the same period of 1998-99. 
The year-over-year change in the budgetary 
surplus will be affected in upcoming months 

by the tax reduction measures announced 

in the 1999 budget, which became effective 
July 1, 1999, the recently announced reduction 
in EI premium rates effective January 1, 2000 
(the employee rate for 2000 will be 

$2.40 per $100 of insurable earnings compared 
to $2.55 for 1999), as well as the 1998 budget 
measure to increase the Canada Child 

Tax Benefit (CCTB). 


Budgetary revenues were up $1.9 billion, 

or 2.5 per cent, on a year-over-year basis, 

with most of the increase attributable to higher 
personal income tax revenues. 


¢ Personal income tax collections were up 
$1.6 billion, or 4.3 per cent. This increase 
was largely attributable to higher receipts 
from monthly deductions from employment 
income, due to increases in the number of 
people employed, and higher taxes on filing 
related to the 1998 taxation year. Dampening 
these developments were higher personal 
income tax refunds related to the 1998 
taxation year and higher CCTB payments, 
reflecting increases announced in previous 
budgets. Moving forward, the results will 
be affected by the tax relief measures 
announced in the 1999 budget. 


¢ Corporate income tax revenues were down 
$0.7 billion, or 7.9 per cent, due to the decline 
in corporate profits witnessed in 1998. 
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Table 2 


Budgetary revenues | 


September April to September 
: 1928: 1999 ; Change 1998-99 1999-00 Change 
(millions of dollars) (%) (millions of dollars) (%) 
Income taxes 
Personal income tax 6,803 7,474 9.9 37,608 39,222 4.3 
Corporate income tax 1,423 1,394 -2.0 9,261 $025 -7.9 
Other income tax revenue S35 198 260.0 Gite) 1,444 30.1 
Total income tax 8,281 9,066 9.5 47,979 49,191 2.5 
Employment insurance premium revenues 1,764 1,398 -20).7 10,422 9,992 -4.1 
Excise taxes and duties 
Goods and services tax 1,858 2,214 19.2 10,370 11,603 11.9 
Customs import duties 256 162 =36./ 1,289 mee -9.2 
Sales and excise taxes 780 638 -18.2 4,402 AQT =2.8 
Total excise taxes and duties 2894 3,014 4.1 16,061 17,050 aD 
Total tax revenues 12,939 13,478 7a WD 74,462 16.233 24 
Non-tax revenues 691 553 -20.0 2,129 2,880 Oe 
Total budgetary revenues 13,630 14,031 Dies) TINO POATS 25 


Although corporate profits are estimated 

to have picked up in the first half of 1999, 
refunds related to overpayments with respect 
to taxation year 1998 and instalment 
payments based on 1998 liabilities are 
dampening revenues to date in 1999-2000. 


EI premium revenues were down $0.4 billion, 


or 4.1 per cent, primarily reflecting the impact 


of prior-year adjustments, as noted above. 


« Excise taxes and duties increased $1.0 billion 
or 6.2 per cent. Net GST collections were up 
$1.2 billion, or 11.9 per cent, well in excess 
of the growth in the underlying tax base. 

The growth in revenues to date continues 

to be affected by timing considerations, so 
the growth rate should come down in coming 
months and be more reflective of the growth 
in the tax bases. Customs import duties were 
down 9.2 per cent. Sales and excise taxes and 
duties were down 2.8 per cent, primarily 
attributable to the elimination of the Air 


Transportation Tax, effective November 1998. 


> 


¢ Non-tax revenues, consisting of the return 
on investments and other non-tax revenues, 
such as fees and proceeds from sales, were 
up $0.2 billion, or 5.5 per cent. This 
component of budgetary revenues is quite 
volatile, reflecting the timing of receipts. 


Program spending increased by $1.7 billion, 
or 3.4 per cent, in the April to September 1999 
period compared to the same period last year. 


¢ Major transfers to persons were up slightly, 
as higher elderly benefit payments more 
than offset a decline in EI benefits. The 
higher elderly benefits reflect an increase 
in the number of individuals eligible for 
benefits and higher average benefits, which 
are indexed to inflation. The decline in 
EI benefit payments was primarily due to 
a decline in the number of beneficiaries, 
reflecting a reduction in the number of 
people unemployed and timing factors. 
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Table 3 
Budgetary expenditures 


September _ April to September 
1998 1999 Change 1998-99 1999-00 Change 
(millions of dollars) (%) (millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits 1,872 1,926 os MS Tao aA 
Employment insurance benefits 781 679 -13.1 5.305 5,218 -2.7 
Total 2,053 2,605 -1.8 16,620 16,706 0.5 
Other levels of government 
Canada Health and Social Transfer 1,042 1,041 -0.1 6,250 6,250 0.0 
Fiscal transfers 784 867 10.6 4,698 D254 11.0 
Alternative Payments for Standing Programs —_-187 -188 0.5 -1,120 -1,125 0.4 
Total 1,639 1720 4.9 9,828 10,339 522 
Direct program spending 
Subsidies and other transfers 
Agriculture oh) 121 210.3 262 270 Sal 
Foreign Affairs 143 136 -4.9 657 647 -1.5 
Health om) 72 30.9 469 501 6.8 
Human Resources Development 156 249 59.6 837 707 mlls).2 
Indian and Northern Development 307 320 Ay? 2,190 Dp lye 2.8 
Industry and Regional Development 125 64 -48.8 621 610 -1.8 
Veterans Affairs is) Hg) 0.0 681 689 1.2 
Other 165 153 -7.3 983 984 0.1 
Total 1105 17230 lie 6,700 6,660 -0.6 
Payments to Crown corporations 
Canadian Broadcasting Corporation 66 80 DA 400 420 5.0 
Canada Mortgage and Housing Corporation 120 150 25.0 867 895 332 
Other 81 62 ASN) 490 526 Le 
Total 267 292 9.4 GT) 1,841 4.8 
Operating and capital expenditures 
Defence 787 969 Zoe 4,361 4,796 10.0 
All other departmental expenditures 1,776 1,814 P| 9,566 LOp172 6.3 
Total 2,963 2783, 8.6 133927 14,968 Tea 
Total direct program spending 3,935 4,305 9.4 22,384 23,469 4.8 
Total program expenditures 8,227 8,630 4.9 48,832 50,514 3.4 
Public debt charges SO) 3,461 2D 20,457 20,549 0.4 
Total budgetary expenditures 11,603 12,091 4.2 69°289 9/1063 26 
Memorandum item: | 
Total transfers 5,397 S50) 2.9 33,148 33.105 Les 
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Table 4 
The budgetary balance and financial requirements/surplus 
September : April to September 
1998 1999 1998-99 1999-00 
(millions of dollars) 
Budgetary balance (deficit/surplus) 2,027 1,940 7,902 8,050 
Loans, investments and advances 
Crown corporations 122 69 730 Me 
Other -553 -123 -435 -122 
Total -43] -54 295 -103 
Specified purpose accounts 
Canada Pension Plan Account 1,028 73d 1,389 289 
Superannuation accounts 363 480 1,891 apse ke: 
Other 24 14 19 -97 
Total 1,415 ey | 3,299 2505 
Other transactions -1,970 -1,018 -5,876 -6,613 
Total non-budgetary transactions -986 159 2.282 -4,211 
Financial requirements/surplus 
(excluding foreign exchange transactions) 1,041 2,099 5,620 3,839 
Foreign exchange transactions -1,054 501 5,835 IAA 
Net financial balance -13 2,600 ete eh 4,016 
Table 5 
Net financial balance and net borrowings 
September April to September 
1998 1009 1998-99 1999-00 
(millions of dollars) 
Net financial balance -13 2,600 11,455 4,016 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds -6,492 -11,693 6,031 -2,206 
Canada Savings Bonds -99 -27 -2,116 -1,015 
Treasury bills -3,600 3,650 -26,400 -3,801 
Other -1,004 -759 543 pS) 
Subtotal -11,195 -8,829 -21,942 -6,487 
Less: Government’s holding of unmatured debt 1 55 Doz 332 
Total -11,118 -8,774 -21,410 -6,155 
Payable in foreign currencies 
Marketable bonds 308 -302 3,877 “415 
Notes and loans Fe = i =a 
Canada bills 1,754 -206 2,035 -3,876 
Canada notes So -30 -926 7256 
Total 2,009 -538 4,986 -4,547 
Net change in borrowings =7 109 12 -16,424 -10,702 


Change in cash balance sh eee -6,712 £4,009 ~6,686 
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¢ Major transfers to other levels of government 
were up $0.5 billion, or 5.2 per cent, 
reflecting much higher fiscal transfers, most 
notably for Equalization, as explained above. 


¢ Direct program spending, consisting 
of total program spending less the major 
transfers to persons and other levels of 
government, increased by $1.1 billion, or 
4.8 per cent. This component includes subsidy 
and other transfer payments, payments to 
Crown corporations, and the operating and 
capital costs of government, including 
defence. Developments in this component 
are affected by the timing of payments as 
well as the lifting of the wage freeze, the 
effect of new initiatives announced in the 
February 1999 budget and the costs 
associated with Canada’s international 
peacekeeping commitments. 


Public debt charges were up slightly 

from year-earlier levels, as an increase in 

the stock of interest-bearing debt more than 
offset the impact of a decline in the average 
effective interest rate on that stock. The stock 
of interest-bearing debt was up somewhat 

as an increase in pension liabilities more 
than offset a decline in market debt. 


Year-to-date: financial surplus 
of $3.8 billion (excluding foreign 
exchange transactions) 


The budgetary balance is presented on 

a modified accrual basis of accounting, 
recording government liabilities when they are 
incurred, regardless of when the cash payment 
is made. In addition, the budgetary balance 
includes only those activities over which the 
Government has legislative control. 


In contrast, financial requirements/surplus 
measure the difference between cash coming 

in to the Government and cash going out. 
Financial requirements/surplus differ from 

the budgetary balance, as the former includes 
transactions in loans, investments and advances, 


federal employees’ pension accounts, other 
specified purpose accounts, and changes in 
other financial assets and liabilities. These 
activities are included as part of non-budgetary 
transactions. The conversion from accrual 

to cash is also reflected in non-budgetary 
transactions. 


Non-budgetary transactions resulted in a 

net requirement of $4.2 billion in the first 

six months of 1999-2000, compared to a net 
requirement of $2.3 billion in the same period 
last year. This increase was entirely attributable 
to the payment to a third-party trust of the 
$3.5-billion Canada Health and Social Transfer 
cash supplement, as announced in the 1999 
budget. As a result, there was a financial surplus 
(excluding foreign exchange transactions) of 
$3.8 billion in the April to September 1999 
period, compared to a financial surplus of 

$5.6 billion recorded in the same period last year. 


Year-to-date: net financial surplus 
of $4.0 billion (including foreign 
exchange transactions) 


Foreign exchange transactions represent all 
transactions in international reserves held in 

the Exchange Fund Account. The purpose of 
the Exchange Fund Account is to promote order 
and stability in the foreign exchange market. It 
fulfills this function by buying foreign exchange 
(selling Canadian dollars) when there is upward 
pressure on the value of the Canadian dollar 
and selling foreign exchange (buying Canadian 
dollars) when there is downward pressure. The 
buying of Canadian dollars represents a source 
of funds from exchange fund transactions, 
while the selling of Canadian dollars represents 
a requirement. Changes in foreign currency 
liabilities, which are undertaken to change the 
level of Canada’s foreign exchange reserves, 
also impact on foreign exchange transactions. 
Taking all of these factors into account, there 
was a net source of $0.2 billion in the April to 
September 1999 period, compared to a net source 
of $5.8 billion in the same period last year. 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 1999 September 30,1999 Change 
(millions of dollars) 
Liabilities 
Accounts payable, accruals and allowances 

Accounts payable and accrued liabilities 24,509 16,881 -7,628 
Interest and matured debt 9,791 9.449 -342 
Allowances 11,016 11,016 0 
Total accounts payable, accruals and allowances 45,316 37,346 z 970 


Interest-bearing debt 
Pension and other accounts 


Public sector pensions 122,407 1247721 2,314 
Canada Pension Plan (net of securities) 5,427 5,716 289 
Other pension and other accounts 6,724 6,627 -97 
Total pension and other accounts 134,558 137,064 2,506 


Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 295,152 293,546 -2,206 
Treasury bills 96,950 93,150 -3,800 
Canada Savings Bonds 27,662 26,980 -682 
Other 4,063 4,598 - 535 
Subtotal 424,427 418,274 -6,153 

Payable in foreign currencies 
Marketable bonds 24,568 24,154 -415 
Canada bills LOM al 6,294 -3,876 
Canada notes 126) 1,005 — -256 
Subtotal 36,000 31,453 -4,547 
Total unmatured debt 460,427 449,727 -10,701 
Total interest-bearing debt 594,985 586,790 -8,195 
Total liabilities 640,301 624,136 -16,165 

Assets 

Cash and accounts receivable 153273 7.232 -8,041 
Foreign exchange accounts 34,668 34,491 -177 
Loans, investments and advances (net of allowances) 15596 13,639 103 
Total assets 63,477 555302 -8,115 


Accumulated deficit (net public debt) 576,824 568,774 -8,050 
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Table 7 
Debt Servicing and Reduction Account (DSRA) 
1991-92,» 1992293 1993-94 1994-95 1995-96 1996-97 1997-98 1998-99 
(millions of dollars) 
Gross GST collected 29,564 30,516 32,652 36,715 38,048 40,733 46,986 50,174 
Less: 
Refunds and rebates 12,134 13,145 14,271 be 18,874 19,782 24,633 26,640 
Quarterly low-income 
credit 2202 2,503 2,685 2,816 2,199 2812 2,892 2,850 
Net GST 15,168 14,868 15,696 16,787 16,375 18,079 19,461 20,684 
GST penalties and 
interest received i) dal 90 129 35 159 VA 123 
Gains from wind-up of interest 
in Crown corporations/ 
disposal of shares 2 110 o25 
Gifts to the Crown 0.4 0.1 02 0.5 0.3 0.3 0.2 12 
Proceeds to DSRA 15,190 15,050 15,786 16,916 16,835 18,238 19,588 20,808 


Source: Public Accounts of Canada. 


With a budgetary surplus of $8.0 billion, a net 
requirement of $4.2 billion from non-budgetary 
transactions and a net source of $0.2 billion 
from foreign exchange transactions, there 

was a net financial surplus of $4.0 billion in 
the April to September 1999 period compared 
to anet surplus of $11.5 billion in the same 
period last year. 


This net financial surplus, coupled with 

a drawdown in cash balances of $6.7 billion, 
was used to retire $10.7 billion of market debt 
to the end of September 1999. Cash balances 
at the end of September 1999 amounted to 
$2.6 billion. 


The Debt Servicing and Reduction Account 


In June 1991, legislation to establish 
the Debt Servicing and Reduction Account 
received Royal Assent. As a result, effective 


April 1, 1991, all GST revenues net of the 
applicable input tax credits, rebates and the 
low-income credit, along with the net proceeds 
from the sale of Crown corporations and gifts 
to the Crown identified for debt reduction, must, 
by law, go directly to the Debt Servicing and 
Reduction Account. The funds in this account 
can only be used to pay the cost of servicing 
the public debt and ultimately to reduce the 
debt. The account is audited on an annual basis 
by the Auditor General of Canada. In his 
“Observations” on the 1996-97 and 1998-99 
financial statements, the Auditor General 
questioned the need for this account, given 

the fundamental concept of the Consolidated 
Revenue Fund. The Government has asked the 
House of Commons Standing Committee 

on Finance to review this issue. 
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Highlights of financial results for October 1999 


Budgetary surplus of $112 million Customs import duties increased by 

in October 1999 10.0 per cent, following a year-over-year 
There was a budgetary surplus of $112 million decline of 36.7 per cent in September 1999. 
in October 1999, compared to a deficit of Other excise taxes and duties were down 
$428 million in October 1998, as higher De as ctl WH Fon SEONG ea 
budgetary revenues (up $478 million or decline of 18.2 per cent in September 1999. 
4.2 per cent) and lower public debt charges ¢ Non-tax revenues declined 17.1 per cent, 
(down $186 million or 5.4 per cent) more following a year-over-year decline of 

than offset an increase in program spending 20.0 per cent in September 1999. 


(up $124 million or 1.5 per cent). 
tA Within program spending: 
Within budgetary revenues: 
¢ Major transfers to persons were up 


* Personal epee tax HONE aaa eta 1.3 per cent. Elderly benefits advanced 
13.4 per cent, primarily attributable to 1.7 per cent, reflecting higher average benefits 
continued strong gains in deductions from and an increase in the number of recipients. 
employment income, reflecting increases in EI benefits increased 0.4 per cent. 


the number of people employed. 
¢ Major transfers to other levels of government 


¢ Corporate income tax revenues declined were up 2.1 per cent, reflecting higher 
18.6 per cent, primarily reflecting higher Equalization entitlements. As indicated in 
refunds attributable to the instalment the 1999 budget, Equalization entitlements 
ey men sual e. were revised up significantly due to historical 
¢ Employment insurance (EI) premium . data revisions which indicated much stronger 
revenues were down 6.1 per cent, as the economic growth in Ontario than in the 
reduction in the premium rates (the employee Equalization-receiving provinces. 


rate for 1999 is $2.55 per $100 of insurable 
earnings compared to $2.70 in 1998) more 
than offset an increase in the number of 
people employed. 


¢ Direct program spending increased by 
1.3 per cent. Subsidies and other transfers 
were up 3.6 per cent, payments to Crown 
corporations declined 14.5 per cent, while 

¢ Excise taxes and duties increased by operating and capital expenditures increased 
7.0 per cent. There continue to be large by eper cent: 


variations among the components. ae: | 
Net goods and services tax (GST) revenues The decline in public debt charges was 
were up 13.5 per cent, as an increase in entirely attributable to corrections for 


gross collections outpaced the growth overestimations of accrual adjustments in 
in refunds and in the low-income credit. previous months. — 


Canada 
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Table | 
Summary statement of transactions 


October April to October 


1998 1999 1998-99 1999-00 


Budgetary transactions 
Revenues 


Program spending 

Operating surplus 

Public debt charges 

Budgetary balance (deficit/surplus) 


Non-budgetary transactions 


Financial requirements/surplus (excluding 
foreign exchange transactions) 


Foreign exchange transactions 


Net financial balance 
Net change in borrowings 


Net change in cash balances 


(millions of dollars) 


SJE 11,989 88,702 SL 
-8,498 -8,622 -57,329 -59,137 
3,013 3,367 aMeite) 31,964 
-3,44] -3,255 -23,899 -23,803 
-428 112 7,474 8,161 
-527 1,040 -2,807 -3,172 
-955 2 4,667 4,989 
“207 -1,039 08 -862 
=1,252 [hs 10,205 4,127 
-1,982 3,783 -18,406 -6,916 
-3,234 3,896 -8,201 -2,789 


Note: Positive numbers indicate a net source of funds. Negative numbers indicate a net requirement for funds. 


Year-to-date: budgetary surplus 
at $8.2 billion 


Over the first seven months of fiscal year 
1999-2000, the budgetary surplus was 
estimated at $8.2 billion, up $0.7 billion 
from the surplus recorded in the same period 
of 1998-99. Based on previous years’ 
experience, and including the impact of 

the tax relief measures announced in the 
February 1999 budget and the recently 
announced reduction in EI premium rates 
from $2.55 to $2.40 (employee rate per 
$100 of insurable earnings), the budgetary 
surplus should continue to grow to the end 
of December but then decline in the final 
quarter of the fiscal year. As indicated in 
The Economic and Fiscal Update, in the 
absence of any additional policy measures, 
the underlying budgetary balance, based on 
the average of the private sector forecasts, is 
estimated at $5.0 billion for the year as a 


whole. Of this amount, $3.0 billion is 
earmarked for the Contingency Reserve, 
which if not needed, will be used to pay 
down the public debt. 


Budgetary revenues were up $2.4 billion, 

or 2.7 per cent, on a year-over-year basis, as 
higher personal income tax and GST revenues 
more than offset declines in corporate income 
tax and EI premium revenues. 


¢ Personal income tax collections were up 
$2.3 billion, or 5.4 per cent, with virtually 
all of the increase reported in the last three 
months. This increase was largely attributable 
to higher receipts from monthly deductions 
from employment income, due to 
increases in the number of people employed. 
Dampening these developments were higher 
personal income tax refunds related to the 
1998 taxation year and higher Canada Child 
Tax Benefit payments, reflecting increases 
announced in previous budgets. 


Table 2 


Budgetary revenues 


October April to October 
1998 1999 Change 1998-99 1999-00 Change 
(millions of dollars) (%) (millions of dollars) (%) 
Income taxes 
Personal income tax 5,413 6,138 13.4 43.022 45,361 5.4 
Corporate income tax 1,380 1,124 -18.6 10,641 9,648 -9,.3 
Other income tax revenue Io}le 255 -6.6 1,383 1,699 22. 
Total income tax 7,066 Tod 6.4 55,046 56,708 3.0) 
Employment insurance premium revenues 1322 1,242 -6.1 11,744 $1234 -4,3 
Excise taxes and duties 
Goods and services tax 1,764 2,003 1S $2,133 13,606 12-1 
Customs import duties 190 209 10.0 1,479 fore -6.8 
Sales and excise taxes 706 634 -10.2 5,107 4,910 -3.9 
Total excise taxes and duties 2,660 2,846 7.0 18,719 19,895 6.3 
Total tax revenues 11,048 11,605 5.0 85,509 87,837 x 
Non-tax revenues 463 384 -17.1 3,193 3,264 DD) 
Total budgetary revenues Ifill sy Kal 15989 4.2 88,702 91,101 Pes | 


of the growth in the underlying tax base, 
and more than the increase recorded in 


¢ Corporate income tax revenues were down 
$1.0 billion, or 9.3 per cent, due to the 


decline in corporate profits witnessed in 
1998. Although corporate profits are 
estimated to have picked up strongly in 

the first three quarters of the 1999 calendar 
year, refunds related to overpayments with 
respect to taxation year 1998 and 
instalment payments based on 1998 
liabilities are dampening revenues to date 
in 1999-2000. 


EI premium revenues were down $0.5 billion, 
or 4.3 per cent, as the decline in EI premium 
rates and adjustments related to previous years 
more than offset the impact of the growth in 
the number of people employed and therefore 
paying premiums. 


Excise taxes and duties increased $1.2 billion 
or 6.3 per cent. Net GST collections were up 
$1.5 billion, or 12.1 per cent, well in excess 


1998-99 for the year as a whole. The 
growth in revenues to date continues to 
be affected by timing considerations, so 
the growth rate should come down in 
coming months and be more reflective of 
the growth in the tax bases. Customs 
import duties were down 6.8 per cent. 
Sales and excise taxes and duties were 
down 3.9 per cent, in part attributable to the 
elimination of the Air Transportation Tax, 
effective November 1998. 


¢ Non-tax revenues, consisting of the 
return on investments and other 
non-tax revenues, such as fees and 
proceeds from sales, were up $0.1 billion, 
or 2.2 per cent. This component of 
budgetary revenues is quite volatile, 
reflecting the timing of receipts. 
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Table 3 
Budgetary expenditures 
October April to October 
1998 1999 Change 1998-99 1999-00 Change 
(millions of dollars) (%) (millions of dollars) (%) 
Transfer payments to: 
Persons 
Elderly benefits EO 2S 1,960 7 Bike) 13,448 2.0 
Employment insurance benefits TAT 750 0.4 6,110 5,969 -2.3 
Total 2,079 2,110 BS) 195295 19,417 0.6 
Other levels of government 
Canada Health and Social Transfer OA? 1,042 0.0 W292 Ue292 0.0 
Fiscal transfers 829 868 4.7 5,o2h 6,081 10.0 
Alternative Payments for Standing Programs -185 -188 1.6 -1,305 -1,313 0.6 
Total 1,686 ieee 2.1 11,514 ~=12,060 47 
Direct program spending 
Subsidies and other transfers 
Agriculture on 45 66.7 289 Silla 9.0 
Foreign Affairs 108 174 oll 766 821 Te 
Health 9] 86 -5.5 560 587 4.8 
Human Resources Development 141 159 12.8 OT9 866 -11.5 
Indian and Northern Development 261 262 0.4 2,451 2,514 226 
Industry and Regional Development 140 127 -9.3 761 Se =e 
Veterans Affairs 114 117 226 DOS 805 eS) 
Other 212 163 =23.1 eds) 1,147 -4.0 
Total 1,094 eli) 3.6 7,796 Toe -0.1 
Payments to Crown corporations 
Canadian Broadcasting Corporation 105 65 -38.1 505 485 -4.0 
Canada Mortgage and Housing Corporation 135 150 bet 1,002 1,045 4.3 
Other 9] 68 -25.3 581 594 pas 
Total 331 283 -14.5 2,088 2,124 ey 
Operating and capital expenditures 
Defence 866 797 -8.0 5221 5,592 iO 
All other departmental expenditures 1,846 LO fs 11,409 L2ets2 6.5 
Total RIND 2,774 23 16,636 17,744 6.7 
Total direct program spending 4,137 4,190 [3 26,520 27,660 4.3 
Total program expenditures 8,498 8,622 Les aN eP RE weal ei! Si 
Public debt charges 3,441 3520) -5.4 LO OID 25,803 -0.4 


Total budgetary expenditures 11,939 11,877 -0.5 81,228 82,940 Zl 


Memorandum item: 
Total transfers 5.455 5565 2.0 38,605 39,269 ye! 
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Program spending increased by $1.8 billion, 
or 3.2 per cent, in the April to October 1999 
period, compared to the same period last year. 


¢ Major transfers to persons were up slightly, 
as higher elderly benefit payments more than 
offset a decline in EI benefits. The higher 
elderly benefits reflect an increase in the 
number of individuals eligible for benefits 
and higher average benefits, which are 
indexed to inflation. The decline in EI benefit 
payments was due to a decline in the number 
of beneficiaries, reflecting a reduction in the 
number of people unemployed and timing 
factors. In contrast, special EI benefits and 
payments under employment benefit and 
Support measures were higher. 


¢ Major transfers to other levels of government 
were up $0.5 billion, or 4.7 per cent, 
reflecting much higher fiscal transfers, most 
notably for Equalization, as explained above. 


¢ Direct program spending, consisting of total 
program spending less the major transfers to 
persons and other levels of government, 
increased by $1.1 billion, or 4.3 per cent. 
This component includes subsidy and other 
transfer payments, payments to Crown 
corporations, and the operating and capital 
costs of government, including defence. 
Developments in this component are affected 
by the timing of payments, as well as the 
lifting of the wage freeze, the effect of new 
initiatives announced in the February 1999 
budget, and the costs associated with 
Canada’s international peacekeeping 
commitments. 


Public debt charges were down slightly from 
year-earlier levels, reflecting a slight decline 
in the average effective interest rate on the 
stock of interest-bearing debt. 


Year-to-date: financial surplus 
of $5.0 billion (excluding foreign 
exchange transactions) 


The budgetary balance is presented on a 
modified accrual basis of accounting, 
recording government liabilities when they are 
incurred, regardless of when the cash payment 
is made. In addition, the budgetary balance 
includes only those activities over which the 
Government has legislative control. 


In contrast, financial requirements/surplus 
measure the difference between cash coming 
in to the Government and cash going out. 
Financial requirements/surplus differ from 
the budgetary balance, as the former includes 
transactions in loans, investments and 
advances, federal employees’ pension 
accounts, other specified purpose accounts, 
and changes in other financial assets and 
liabilities. These activities are included as 
part of non-budgetary transactions. The 
conversion from accrual to cash is also 
reflected in non-budgetary transactions. 


Non-budgetary transactions resulted in a 
net requirement of $3.2 billion in the first 
seven months of 1999-2000, compared to a 
net requirement of $2.8 billion in the same 
period last year. This increase was more 
than accounted for by the payment to a 
third-party trust of the $3.5-billion Canada 
Health and Social Transfer cash supplement, 
as announced in the 1999 budget. As a 
result, there was a financial surplus 
(excluding foreign exchange transactions) 
of $5.0 billion in the April to October 1999 
period, up slightly from that recorded in the 
same period last year. 
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Table 4 
The budgetary balance and financial requirements/surplus 
October April to October 
1998 1999 1998-99 1999-00 
(millions of dollars) 
Budgetary balance (deficit/surplus) -428 M2 7,474 8,161 
Loans, investments and advances 
Crown corporations 19 170 750 189 
Other -| 48 -437 -74 
Total 18 218 513 115 
Specified purpose accounts 
Canada Pension Plan Account -447 -57 942 232 
Superannuation accounts 319 464 Zo! 25 hen 
Other 35 -29 54 -126 
Total -93 378 3207 2,883 
Other transactions -452 444 -6,327 -6,170 
Total non-budgetary transactions -527 1,040 -2,807 ~3,172 
Financial requirements/surplus 
(excluding foreign exchange transactions) -955 SZ 4,667 4,989 
Foreign exchange transactions -297 -1,039 5,538 -862 
Net financial balance -1,252 iL 10,205 4 2a 
Table 5 
Net financial balance and net borrowings 
October April to October 
1998 1ooe 1998-99 1999-00 
(millions of dollars) 
Net financial balance -1,252 113 10,205 4,127 
Net increase (+)/decrease (-) in borrowings 
Payable in Canadian dollars 
Marketable bonds -3,100 ANg2 295i 1,967 
Canada Savings Bonds -370 -30 -2,486 -1,045 
Treasury bills 800 150 -25,600 -3,650 
Other oui -234 919 301 
Subtotal -2,293 4,058 -24,236 -2,427 
Less: Government’s holding of unmatured debt 34 26 567 3au 
Total -2,259 4,084 -23,669 -2,068 
Payable in foreign currencies 
Marketable bonds 511 _ 4,388 -415 
Notes and loans - - = = 
Canada bills -213 -301 1,822 -4,177 
Canada notes oa oS -947 2056 
Total 277 -301 3,263 -4,848 
Net change in borrowings -1,982 3.183 -18,406 -6,916 
Change in cash balance -3,234 3,896 -8,201 2189 
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Year-to-date: net financial surplus 
of $4.1 billion (including foreign 
exchange transactions) 


Foreign exchange transactions represent all 
transactions in international reserves held in 
the Exchange Fund Account. The purpose of 
the Exchange Fund Account is to promote 
order and stability in the foreign exchange 
market. It fulfills this function by buying 
foreign exchange (selling Canadian dollars) 
when there is upward pressure on the value 
of the Canadian dollar and selling foreign 
exchange (buying Canadian dollars) when 
there is downward pressure. The buying of 
Canadian dollars represents a source of funds 
from exchange fund transactions, while the 
selling of Canadian dollars represents a 
requirement. Changes in foreign currency 
liabilities, which are undertaken to change 
the level of Canada’s foreign exchange 
reserves, also impact on foreign exchange 


transactions. Taking all of these factors 
into account, there was a net requirement 
of $0.9 billion in the April to October 1999 
period, compared to a net source of 

$5.5 billion in the same period last year. 


With a budgetary surplus of $8.2 billion, 
a net requirement of $3.2 billion from 
non-budgetary transactions and a net 
requirement of $0.9 billion from foreign 
exchange transactions, there was a net 
financial surplus of $4.1 billion in the 
April to October 1999 period compared to 
a net surplus of $10.2 billion in the same 
period last year. 


This net financial surplus of $4.1 billion, 
coupled with a drawdown in cash balances 
of $2.8 billion, was used to retire $6.9 billion 
of market debt to the end of October 1999. 
Cash balances at the end of October 1999 
amounted to $6.5 billion. 
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Table 6 
Condensed statement of assets and liabilities 
March 31, 1999 October 31, 1999 Change 
(millions of dollars) 
Liabilities 
Accounts payable, accruals and allowances 

Accounts payable and accrued liabilities 24,509 135128 -11,381 
Interest and matured debt 9,791 10,510 719 
Allowances 11,016 LAeOLG 0 
Total accounts payable, accruals and allowances 45,316 34,654 -10,662 


Interest-bearing debt 
Pension and other accounts 


Public sector pensions 122,407 125,185 PEI Rs 
Canada Pension Plan (net of securities) 5,427 5,659 232 
Other pension and other accounts 6,724 6,597 -127 
Total pension and other accounts 134,558 137,441 2,883 


Unmatured debt 
Payable in Canadian dollars 


Marketable bonds 295,752 297,719 1,967 
Treasury bills 96,950 93,300 -3,650 
Canada Savings Bonds 27,662 26,976 -686 
Other 4,063 4,364 301 
Subtotal 424,427 422,359 -2,068 

Payable in foreign currencies 
Marketable bonds 23,907 D497 -415 
Canada bills 10,230 6,053 “A17 a 
Canada notes 1,863 1,607 -256 
Subtotal 36,000 S82 -4.848 
Total unmatured debt 460,427 AS ol -6,916 
Total interest-bearing debt 594,985 590,952 -4,033 
Total liabilities 640,301 625,606 -14,695 

Assets 

Cash and accounts receivable {Vas DAS 7,993 = Lou 
Foreign exchange accounts 34,668 Spiess) 861 
Loans, investments and advances (net of allowances) 13,536 13;421 -115 
Total assets 63,477 56,943 -6,534 
Accumulated deficit (net public debt) 576,824 568,663 -8,161 


For additional copies or subscription inquiries, please contact the Distribution Centre at (613) 995-2855. 
For other inquiries about this publication, contact Peter Devries at (613) 996-7397. 
Also available on the Internet (including advance tentative release dates) at http://www.fin.gc.ca/ 
Cet imprimé est également offert en francais. 
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